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SATURDAY, JULY 20, 1957 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE 
oN AGRICULTURE AND FORESTRY, 
Washington, D. C, 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
324, Senate Office Building, Senator Spessard L. Holland presiding. 

Present: Senators Holland, Humphrey, Symington, Aiken, and Thye, 

Senator HoLtuanp. The subcommittee will come to order. 

I understand we are all here except Senator Aiken, and he said he 
would be here in a little while and for us to go ahead. 

This hearing is called before this special subcommittee to hear a 
statement on the nomination of Mr. Don Paarlberg to be Assistant 
Secretary of Agriculture. 

I will first place in the record an outline of the biographical informa- 
tion concermng the nominee. 

(The document referred to is as follows:) 


BIOGRAPHICAL INFORMATION—DON PAARLBERG 


Nominated as Assistant Secretary and to CCC Board to replace Earl Butz. 
Born: Oak Glenn, Ill., June 20, 1911. 
Family status: Married to Eva Robertson of West Lafayette, Ind., in 1940. 
Two children, Robert Lynn, 11; Don, Jr., 13. 
Education: Bachelor of Science, Purdue University, 1940. Doctor of Philos- 
ophy in agricultural economics, Cornell University, 1946. 
Experience: 
Grew up on farm near Crown Point, Ind. 
Active in college extension programs, farm organizations, and rural youth 
work. 
Teaching and research work in the general field of agricultural prices. 
Member of the staff of the department of agricultural economics at Purdue 
University for 6 years. 
Economic consultant for various firms dealing in agricultural products. 
Secretary-treasurer of the American Farm Economic Association in 
1951-52. 
Delegate to the International Conference of Agricultural Economists at 
Stresa, Italy, in 1949, and at Helsinski, Finland, in 1955. 
Assistant to Secretary of Agriculture, E. T. Benon, since January 1953. 
Secretary to the National Agricultural Advisory Commission since 1953. 
Professional affiliations: 
Member: American Farm Economic Association, International Confer- 
ence of Agricultural Economists, American Statistical Association. 
Joint author with F. A. Pearson of a book on food, and has written exten- 
sively in the field of agricultural prices. 
Religious affiliation: Methodist. 
Political affiliation: Republican. 


Senator Hotuanp. I next place in the record an endorsing state- 
ment of the nominee by Senator Capehart of Indiana, and another 
endorsing statement of the nominee by Senator Jenner. 
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(The documents referred to are as follows:) 


STATEMENT FILED BY SENATOR HomMER E. CAPEHART 


Mr. Chairman, I am happy for the opportunity to endorse Mr. Don Paarlberg 
for the position of Assistant Secretary of Agriculture and member of the Board of 
Directors of the Commodity Credit Corporation. 

Mr. Chairman, I am' happy for the opportunity to endorse Mr. Don Paarlberg 
and after receiving his doctor of philosophy degree in agricultural economics in 
1946 from Cornell University, Mr. Paarlberg returned to Purdue where he 
remained for 6 years as a member of the staff of the department of agricultural 
economics. 

Mr. Paarlberg has also made outstanding contributions to agriculture through 
his Government service. He was a delegate to the International Conference of 
Agricultural Economists at Stresa, Italy, in 1949, and again at Helsinki, Finland, 
in 1955. He has been assistant to the Secretary of Agriculture since 1953. He 
has also, during this same time, been secretary to the National Agricultural 
Advisory Commission. 

Mr. Paarlberg has done a great deal of writing in the field of agriculture, 
agricultural prices, and food. 

In view of Mr. Paarlberg’s practical experience, his teaching background, and 
his years of Government service, I can think of no one better qualified for the post 
to which he has been nominated. 


Juty 18, 1957. 
Hon. Spessarp L. Houianp, 
United States Senate. 
Washington 25, D. C. 

Dear Spessarp: I have just been advised by a staff member of the Senate 
Agriculture Committee that the nomination of Mr. Don Paarlberg for Assistant 
Secretary of Agriculture will be considered by the committee at 10 o’clock on 
Saturday morning. Since I am leaving town immediately, Spessard, and will 
not be able to be present on Saturday morning, I would like to employ this method 
of advising you of my hearty approval of Mr. Paarlberg’s nomination. 

As you know, Mr. Paarlberg has been serving as assistant to the Secretary of 
Agriculture for some time. Since his excellent performance in this position is, 
I am sure, well known to you and the members of your subcommittee, I shall 
not here burden you with a repetition of his background, qualifications, and 
experience. Suffice it to say that I recommend him without any reservations 
whatever. I am confident that as Assistant Secretary of Agriculture he will 
turn in an outstanding performance. 

I do hope that the Committee on Agriculture may see fit to report his nomina- 
tion favorably in the Senate for confirmation. 

With kindest regards and best wishes, I am, 

Sincerely yours, 
WituraM E. JENNER, 
United States Senator. 


STATEMENT OF DON PAARLBERG, NOMINATED TO BE ASSIST- 
ANT SECRETARY OF AGRICULTURE AND A MEMBER OF THE 
BOARD OF DIRECTORS, COMMODITY CREDIT CORPORATION 


Senator HoLuanp. Mr. Paarlberg, we are glad to have you here, sir 

I understand that this meeting was called at the spec ‘ial request of 
some members of the committee, and I would suggest that they go 
right into the questions, if they have questions to propound. 

Senator Humphrey and Senator Symington? 

Senator Humpurey. I| have a feav questions to ask you, Mr. Paarl- 
berg, and I hope you will understand that my questions are directed 
not toward you as a person but toward some of the views you have 
expressed. 

Mr. Paarupere. | understand. 
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Senator Humpurey. | have read your biographical sketch and it 
is a very excellent summarization of an active, interesting, and worthy 
career, 

Mr. Paarlberg, you have made some speeches, as have many of the 
rest of us; you have made two statements in those speeches which have 
interested me, and some of them have worried me. 

I want to ask you a few questions about them. 

For example, you are an economist, is that correct? 

Mr. PAARLBERG. Yes, sir. 

Senator Humpurey. In your service in the Department up to date, 
have you been an economic adviser to the Secretary? 

Mr. Paaruperec. I have not carried that title, I have been an 
assistant to the Secretary. My responsibilities have been in the area 
ofjeconomic analysis, the organization of economic information, and 
such other information, chiefly economic, as the Secretary requested of 
me. 

Senator Humpnrey. But primarily on economic advice to the 
Secretary; am I correct? 

Mr. PAARLBERG. Economic analysis, and sometimes advice. 

Senator Humpnrey. I have here before me a Wall Street Journal 
clipping, that is, a copy of a clipping, Thursday February 30, 1955, 
wherein you spoke or addressed yourself to the Joint Congressional 
Committee on the Economic Report, stating in effect that the farmers’ 
income in 1955 should approach that of 1954, and that prices paid by 
farmers probably would not change much. You added: “No abrupt 
changes in level of price supports are contemplated in the current 
year.’ The article goes on as follows: 

“This means,” he said, “that present parity ratio of about 86 percent 
will remain fairly stable.” 

Now, I recall that the Department, if not you, sir, had been making 
statements one time after another that the parity ratio would remain 
about stable. 

Do you recall whether the parity ratio remained about stable from 
1954 to 1955? 

Mr. PaaruBera. I think it declined during the year 1955, I don’t 
know by how many points. 

Senator HumpHrey. What is it now? 

Mr. PaaruBere. It is 82, I believe. 

Senator HumpuHrey. So it has not remained about stable; it has in 
fact been depressed; is that not true? 

Mr. PaaruBera. It declined somewhat from the date there given, 
and then increased a few points since that time. 

Senator Humpurey. It is down to 82 now; so it has not increased? 

Mr. PaarLBeRG. It got down to 80 and came back up to 82. 

Senator HumpHrey. But it is still below what it was in 1952-53? 

Mr. PaartBperG. That is correct. 

Senator HumpHrey. Now, one of the statements that you made, 
upon which I have commented at other times and shall now do, face 
to face, is a statement of your opinion in the Baltimore Sun of August 
26, 1955. It is entitled ‘‘Political Farmers and Farm Economists,” 
and it reads as follows: 


It looks as though Dr. Don Paarlberg were in for another lesson in political 
economy, or maybe the subject is the interplay of polities in economics. 

Dr. Paarlberg is economic adviser to Secretary of Agriculture Benson. Ina 
moment of truth he told a recent farmers’ meeting at West Middlebury, Mass., 
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that the wartime level to which farm prices zoomed represented a ‘dream world.”’ 


Farmers could hardly expect this dream world to continue in the after-war period, 
said Dr. Paariberg. 


Ah, but there are farmers—or, more accurately, farm politicians—who do expect 
the dream world of farm pricing to continue— 


and so on. 


Now, Dr. Paarlberg, did you make the statement to which I 
alluded? 


Mr. Paar.teerG. It was in my prepared speech. When I got to 
Massachusetts, where this speech was scheduled, there was a down- 
pour. There were a half-dozen people standing out there, and I made 
about 2 minutes’ worth of remarks. However, I had prepared the 
speech. It was released and I assume the full responsibility for the 
speech. If you like I can read the paragraph from which this par- 
ticular reference came. 

Senator Humpurey. I think we can just file it. You did, in other 
words, have in your text which you were prepared to deliver had the 
forces of nature not intervened, a statement to the effect— 


that the wartime level to which farm prices zoomed represented a “dream world,” 
farmers could hardly expect this ‘‘dream world’”’ to continue in the afterwar 
period. 


Mr. Paarupera. He has editorialized there somewhat. 

If you would like, I would be happy to put in the record the pertinent 
paragraphs. 

Senator Humrurey. That would be fine. 

Would you mind reading it to me so that I can be properly informed? 

Mr. Paarusere. Yes. 

It is as follows: 


Net farm income is down close to 30 percent since the immediate postwar years, 
it is true. But let us remember that the war and postwar years were the best 
ones farmers ever had. These were years when our markets reflected the food 
needs of war-ravaged Europe. 

These were years when automobiles and housing and television sets did not 
offer as much competition for the consumer’s dollar as at present. It was before 
farmers’ costs, such as freight rates and the price of machinery, reflected the full 
impact of inflation. They were years of good yields, high prices, and low eosts, 
an unusual combination that never occurred previously, to a like degree, and may 
never occur again. 

There was a time during the war and postwar period when many farms were 
bought and paid for in a fraction of the time it usually takes. There were years, 
out in the Great Plains, when the value of a single crop exceeded the sale price of 
the land on which it was grown. This was a dream world, and no one expected 
it to last. Congress did not expect it to last; legislation was passed to ‘‘cushion 
the shock of readjustment.” 

Professional economists did not expect it to last; they warned farmers that the 
recent past was not the new normal. The trade did not expect it to last; for long 
periods of time prices on the futures markets were low relative to cash prices. 
Farmers did not expect it to last; they were conservative about land values. 
They avoided speculation. They paid off debts and accumulated savings. 

The point I am making is that the war and postwar years were not normal years; 
they were the best years we ever had. 

Few things look good when compared with the best you ever had. 

Senator Symineron; Will the Senator yield there for a question on 
the same point? 

Senator Humpurey. I will be happy to yield, but 1 would like to 
pursue this question. 

As I understand it, that was the wish of the chairman. 

Senator HoLuanp. Yes. 

Senator Humpurey. Yes, I will yield. 
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Senator Symineton. In your talk, Mr: Paarlberg, you say that 
these were war years, and that the postwar years changed drastically. 

Well, in 1947 parity was 115? 

Mr. PAARLBERG. Yes. 

Senator Symineton. In 1948 it was 110. In 1949 it was 100. Those 
were postwar years? 

Mr. PaarLBereG. Yes. 

Senator Symineton. Then you went back in the war years, but in 
the postwar years—1947 and 1949—1946 was partially a war year, 
it was 113; 1940, I believe, 115; 1948, 110; and 1949, 100. 

The average, therefore, for 1947, 1948, and 1949 was 108. 

Now, 1950, 1951, and 1952 were war years; parity was 101, 107, 
and 100. 

In the postwar years after Korea, 1953, 1954, and 1955, parity was 
92, 89, and 94, average 88. 

In 1956 it was 83. I understand it is now 82. 

Mr. Paar.LBera. That is correct. 

Senator Symineton. That would not seem to conform to the state- 
ment in your speech, which I have here on the table, with respect to 
the reasons you give for the dream world? 

Mr. PaaruBerG. The figures that you have given are by my re- 
collection correct figures. I was addressing myself here to the postwar 
period, the period when the disturbances to markets generated by 
World War II had completely run their course. 

The economic effects of the war do not terminate immediately, of 
course, with the coming of peace. 

Senator Symineton. This is my last question. And I thank the 
Senator from Minnesota. 

In 1947 to 1949, peacetime years of full employment, the parity 
ratio was 108 average. 1953 to 1955 were peacetime years of full 
employment. 

The parity ratio was 88. Here are two modern-day periods of peace- 
time full employment. 

Which of these do you consider normal? 

Mr. PaartperG. I am not sure that either of them is a normal 
ee they were both periods of readjustment, the earlier period 
yeing one of readjustment following World War IT, and a decline of 
prices then from a markedly high level. The second of these periods 
was also a time of readjustment following the Korean outbreak, 
again a downward readjustment from a somewhat lower level; I am 
not sure that either of these two periods could truly be called a normal 
period. 

Senator Symrneron. I thank the Senator from Minnesota. 

Senator Ture. At that point we have taken, Mr. Chairman 

Senator Humpnurey. I don’t want to be abrupt here, but I would like 
to pursue my questioning a bit further. 

Senator Hotutanp. The Chair recognized the junior Senator from 
Minnesota to propound these questions. As I understand it, he yielded 
to the Senator from Missouri. 

Senator Humrpurey. I don’t want to refuse to yield, but otherwise 
it would just go on forever here. 

Senator Hotuanp. Proceed. 

Senator Humpnurey. I am interested, Dr. Paarlberg, in your obser- 
vations in that speech. And I recognize that there are abnormal 
amounts. 
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Would you mind telling me of any period in your lifetime when 
it has not been as abnormal as that which you have described one 
way or another? 

I wish you would just cite for me what you consider to be a normal 
period within the memory of anyone in the room? 

Mr. PaaruBere. Well, this is a difficult question. I think we 
would have to go back a good many years before we could get what 
we would consider to be a normal period. 

As a matter of fact, I don’t think there has been any period since 
1910 1914 which by ordinary criteria could be called a normal 
period. 

Senator Humpurey. There has been a very rapid transition, and 
there have been very severe adjustments in one area of the economic 
scene or another; is that not true? 

Mr. Paar.Berea. That is right, there has been the greatest depres- 
sion this country has ever had, the greatest prosperity we have ever 
had, there have been too many major wars and one war of consider- 
able magnitude, though not equal to the magnitude of the others, 
and a time of great disturbance. 

These disturbances have worked a tremendous hardship on the 
farming people. 

Senator Humpurey. Now, in the light of that statement, why is it 
that when you speak of the fact that farmers were in—I paraphrase 
now—in a type of dream world, and the indication is that it is a 
dream world to which they will not return. 

Why is it this did not affect other parts of the economy? 

You see, the point that I am getting at is that while you are talking 
about the ‘high prices that farmers received after World War II, the 
only prices that have gone down since the end of World War II ‘that 
you can cite for me were agriculture prices. I don’t think you can 
cite any price that has gone down except one pertaining to agriculture: 
wage prices have not gone down, rent prices have not gone down; 
interest prices have not gone down; land prices have not gone down; 
construction prices have not gone down; chemicals have not gone 
down; minerals have not gone down 

Mr. Paaritpurae. Some of them have. 

Senator Humpurey. Not since the period of 1948-49, the postwar 
period—any commodity that has any appreciable effect upon the cost 
of living, I don’t believe any price bas gone down in particular since 
1948-49. 

Mr. PaarLBerG. Any commodity of which labor has a large share 
in the production cost have stayed high or risen since that time. 

Senator Humpnurey. Let’s take for example base commodities, [ 
mean right out of the ground, iron ore, has that gone down? 

Mr. PaaruBerG, I am not familiar with the price quotations. 

Senator Humpurey. Even before you 

Senator Symineton. I am; it has gone up very heavily. 

Senator Humpurey. Even before you put the hand of labor to it. 
What I am getting at is, why do you expect farm people to not have 
the advantages of this ‘kind of a dream world when other people 
seem to be doing so? 

Let me ask you this, did you expect the stock market to go up like 
it did? 

Mr. PaaruBperG. Well, I don’t predict the stock market, I don’t 
know much about it. 
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Senator Humpurey. You are an economist, did you expect the stock 
market to take the rise it has taken? 

Mr. Paarupera. No, I did not, I expected some rise, but I had 
thought that probably the stocks would come down more than has 
been the case in the past 5 years. 

Senator Humpurey. Wasn’t it true that most economists expected 
some breakdown economically? 

Mr. PaarvtBerG. That is true. 

Senator Humpurey. The reason I mentioned this is that there has 
been a feeling spread across this land, and I think by statements such 
as yours—that farmers really had it better than anybody else during 
this period, and that somehow or other they should not continue 
to have it? 

Mr. Paar._perG. There were many other groups which during the 
war and immediate postwar years experienced a marked improvement 
in their economic position. 

Senator Humpurey. That is right. 

Mr. Paarupere. It is true of labor. 

Senator Humpurey. All groups have in fact? 

Mr. Paartserc. And it is true of a number of war-related com- 
modities. 

In the period since World War II and since the postwar period, labor 
has retained its gains and increased them. Some of the commodities 
have retained their gains and go beyond them. Others of them that 
were not in as heavy a demand have experienced a different economic 
position. And in agriculture I think we have a number of factors 
operating. 

We have the postwar adjustment, which is always difficult for 
agriculture, we have the tremendous production capacity of American 
agriculture today, which has a downward impact on prices. Also some 
of our wartime markets have not been sustained—all these things 
have helped to make agriculture’s position disadvantageous as 
compared with those other groups. 

Senator Humpprey. At that point, may I ask you, what is the 
relationship between agricultural exports in the year 1956 as compared 
to any postwar year? 

Mr. PaaruBera. It is at an all-time high both in terms of dollars 
and in terms of quantities. 

Senator Humpurey. In 1956? 

Mr. PaarutBera, That is right. 

Senator Humpurey. Therefore the so-called markets to which you 
attribute the high prices of agriculture in the postwar years are more 
available today, and there has been a greater volume of goods that 
has been exported from the American agricultural economy in 1956 
than in any year? 

Mr. PaaruBera. That is true. A large share of this, of course, 
has been done properly with the help of Government. 

Senator Humpurey. Public Law 480? 

Mr. Paar.pera. That is right. 

Senator Humpxrey. But insofar as exports and their impact upon 
price, you are using the argument that one of the reasons the farmers 

ad it so well after the war was because of the insatiable demands of a 
war-torn world, but the demand has been every bit as great in 1956, 
and the realization of the demand has been even greater? 
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Mr. PaaruperG. That is correct. 

Senator Humpurey. So we can put that factor aside. 

Here is the parity price ratio at 82, and the export market for agri- 
cultural commodities is greater today than at any time? 

Mr. PaaruperG. That is true. 

We did have a period, as you know, 1952-53, when we came down 
sharply in exports from the Korean peak. 

Senator Humpnrey. But at that period the parity ratio was 90? 

Mr. Paartserc. That is right. 

Senator Humpnurey. So if you are going to put the export demands 
as an important factor—and I think it is an important factor—-but as 
the conditioning factor as to high prices, it just does not seem to 
add up? 

Mr. Paaruperc. I recognize the validity of your point. 

Senator Humpurey. Now, rather than just to pursue this point, 
the reason I bring this up, Mr. Paarlberg, is that I think and I honestly 
believe that you have been a part of it. I want you to know what my 
views are, I think you have been a part of a general psychology in 
this country that indicates somehow or other that farmers are just 
ves age to get less. 

PaarLBerG. If that has been the case, it has not been my 
intent. 

Senator Humpurey. I am sure that maybe consciously you have 
not done that. But what I wonder about is, how is it that we can 
talk about these abnormally high prices that farmers received at a 
particular time, when in turn we don’t relate that to other prices that 
existed either at that time or following that time? 

Now, to pursue another point, you mentioned here a moment ago 
something about high prices and products. 

Do you feel that high prices tend to promote products? 

Mr. PaaruBerG. I believe that high prices give an incentive for 
increased output. 

Senator Humpurey. Do you believe that production over demand 
has a tendency to promote downward adjustment in prices or a 
falling of prices? 

Mr. PaaruBera. Yes, indeed. 

Senator Humpnrey. In other words, when you accumulate surplus, 
which is a factor described as available supply over and beyond con- 
sumption or demand, it has a depressing effect on the market? 

Mr. Paarteerc. Yes; I do, Senator. I believe that degree of the 
effect will depend on the commodity, on the demand for the com- 
modity, on the manner in which the stocks are carried and held, and 
a lot of other factors. 

Senator Humpnrey. Right. I would surely concur that the man- 
ner in which the stocks are carried and held and managed is a very 
vital part. 

I am interested in your observations on this, because I have noticed 
of late—as well as in the past, and I think this is true—that the 
administration’s program, to which you have given your views and 
counsel and support, as a member of the administration, is one of 
trying to adjust price supports in relationship to practical or current 
demand, is that correct? 

Mr. PaarueerG. This is one of the tools that we are endeavoring 
to use to bring about a better adjustment within agriculture. 
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Senator Humpnrery. In other words, you believe that by lowering 
the price support when the production is high, is a factor in bringing 
production in line with demand. 

Mr. PAaRLBERG. It is one factor, it works again in a differing degree, 
depending on the commodity, upon the alternative opportunities, on 
the farmer’s expectation, on how long the period is, But it is one of 
the factors that does influence the volume of agriculture and 
production. 

Senator Humpurey. How does the administration, then, justify its 
alleged belief in farm prices having 100 percent of parity in the 
market place? 

Mr. Paar pera. We wished to have farmers receive as high prices 
as they possible can. 

Senator HumpnHrey. That is not what I said. 

I think I am being very honest about this when I say that from the 
President on down that the argument of the administration has been 
that farmers should have 100 percent of parity in the market place? 

Mr. PsarLBerG. This is an objective that we are striving to reach. 
Senator Humpurey. Well, if 90 percent of parity or 80 or 85 percent, 
whatever figure you take, has a tendency to promote production over 
and beyond demand or the capacity to use supply, what do you 
think 100 percent of parity would do in the market place? 

Whether it is in or out of the market place, 100 percent of parity 
is 100 percent of parity? 

Mr. Paarupera. If it would be achieved in the market place, and 
if it would represent a balance of supply and demand, then there 
would be no difficulty. 

If it is a mandatory provision of law without reference to its effect 
in accumulating stocks, then it might be disadvantageous to farmers. 

Now, whether 100 percent of parity is a goal which, with our mod- 
ern productive machinery and our capacity to produce, can actually 
be achieved in the market place, no one can say with certainty. 
However, it is our objective. 

It may be, as you infer, a goal which is higher than can practically 
be achieved. 

Senator Humpurey. I don’t infer that it is a goal that is higher 
than can practically be achieved; I directed my comment to the effect 
that on the one hand you have said that high prices promote produc- 
tion, and we have too much production already—therefore if high 
prices promote production, how do you expect 100 percent in the 
market place not to promote production? 

Mr. PaarueBera. Well, of course, there are many problems in 
achieving 100 percent of parity in the market place. 

Senator Humpurey. What happens to agriculture if we cannot? 

Mr. Paarupere. It may be that with our modern production tech- 
niques and with the efficiencies that we have achieved that farmers 
can have a higher net income with volume production as contrasted 
with sharply restricted production and higher unit prices. This is 
possible. 

And there is some indication that that may well be the fact. 

Senator Humpurey. Even though parity is a concept that de- 
scribes the relationship of what the farmers pay for what they buy as 
compared to what farmers get for what they sell? 
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Mr. Paaruperec. That is right. We know that today farmers, 
with a given amount of inputs, are turning out more production than 
was the case back 40 years ago at the time of the base period. 

Now, this being true, it is possible that they may not need the same 
price relationship in order to reach a given level of economic well- 
being as was the case at an earlier period. The increases in efficiency 
in agriculture have been great during the past 40 years. . 

This is a complicated thing, it is conditioned not only on what is 
happening within agriculture, but what is happening as regards the 
efficiency of other segments of the economy. And I frankly don’t 
know, even among the best skilled of our professional economists 
what the true interpretation of these vast changes would practically be. 

Senator HumpHrey. When you figure parity you figure farm income 
as an economist in the Department. 

What do you regard as the kind of income farmers are entitled to 
receive to be in fair balance with the rest of the economy? 

Mr. Paartperc. Well, I don’t think that we have a dollar figure, 
Senator, or that we have a statistical formula that would give that 
precise quantity. 

I think I would be describing a viewpoint of the Secretary and 
the other top-level people accurately if I would say that they believe 
that this is a decision which should rest largely with the individual 
farmer. 

If he sees an opportunity to better himself incomewise by changing 
his farming operation from one basis to another, he should be free 
to do so. 

If he sees an opportunity to better himself so far as income is con- 
cerned by taking on some nonfarm employment, or if he wants to 
take a nonagricultural job, these decisions should properly be in the 
hands of the individual rather than worked out by formula through 
the Government with a specific dollar goal as the target of the income 
for all agriculture. 

Senator Humpurey. Let me ask you another way. 

What do you consider to be a reasonable fair return on a farmer’s 
investment? 

We know what a reasonably fair return is on a public utility. The 
Government has made all kinds of pronunciations or announcements 
as to fair return on invested capital. 

What do you think is a fair return on a farmer’s investment, and 
what do you think is a fair return on his labor? 

Mr. Paaruperc. Well, I think a fair return on the investment 
would be about the rate of interest that you have to pay to finance the 
purchase of a farm. 

_ Senator Humpurey. You don’t really mean that a man would get a 
fair return on his investment if he was able to obtain only that amount 
which was required of him for the rent of his money? 

I am not much of an economist but I have had a little experience 
in that field. Would you mind telling me any business that you can 
think of that could survive on a rate of return of investment identical 
to the rate of interest upon the money that was borrowed to make the 
investment? 

Mr. PaaruBerG. Well, the reasoning would be that the invest- 
ment in farmland should return as much as some alternative use for 
the money. 
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Now, in addition to what the farmer would receive on his invest- 
ment in the land, of course, he would receive a return for his labor and 
a return for bis inputs of managerial skill, which is perhaps something 
apart from the land. 

Now, I would not argue for a moment that his return, his total return 
on this operation, should be keyed to the return on capital at the going 
mortgage rate of interest. But the return on -the capital should be 
appropriately related to comparable returns for other investment of 
like risk, and of like return. 

Now, in addition to that, if the farmer is very skillful, of course, he 
will make a great many dollars which will make his total income 
considerably larger. 

Senator Humpurey. Let’s move to that. 

I am interested in your Department’s calculations on the farmer’s 
return on invested capital since that is what we are talking about. 
What level of rate do you allow the farmer for his labor? 

When I speak of his labor I don’t mean just his manual labor, I 
mean his brainpower labor, his managerial labor. I want you to 
think in terms of a farm plant like a corporation, or a partnership 
would be even better, because that does not get into corporate law or 
corporate tax structure. 

What do you calculate as being a fair rate of return for the farmer’s 
labor? 

I want to know when you evaluate—I have some of your speeches 
that indicate that the concept of the Department is moving toward 
the Farmer’s Union idea of farm income—what do you mean by a fair 
return on invested capital in terms of labor rates? 

Mr. Paar.tBerG. Well, I am not sure that we indicate, Senator, 
what a fair return is. I think in our computations, however, we re- 
late them with the appropriate adjustments to the amount paid by 
farmers for higher labor of like skill and ability. 

Senator Humpurey. So what you say is that a farm operator will 
be given about the same labor rate as a hired man? 

Mr. Paar Bera. Plus some allowance for his added skill and re- 
sponsibility. 

Senator Humpurey. Now, how much allowance, because this is 
quite important when you start figuring out the rate of return on 
invested capital? 

Mr. PaaruBerea. I don’t know precisely what that is, Senator. 

Senator Humpurey. How do you figure these things in the Depart- 
ment? We get all kinds of statements about what is a fair return 
and what is a fair income. 

Mr. PaaruBera. I don’t believe we used that phrase. 

Senator Humpnrey. I took this from a speech of yours. 

Do you regard the farmer’s own labor as skilled labor or just farm- 
hand labor? 

Mr. Paar.tperG. Again it would depend on the nature of the 
enterprise, if he is a livestock employer requiring a high degree of 
skill, of course then you should charge for your labor at a higher value. 

If it is straight manual labor or not involving any particular skill, 
then of course the rate allowed should be a lower rate. 

Senator Humpurey. Well, if the man is the owner of the farm, 
even if he is deeply in debt, isn’t he supposed to be compensated just 
a little bit more just because of the fact that he is the owner? 
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Can you name me any corporate head that does not receive a 
higher compensation by the fact of his position of ownership or 
management than the skilled or the unskilled laboror in his plant? 

Mr. Paartperc. Other things being equal, that would be the case. 
However, we have some owners of very small farms that don’t require 
a great deal of managerial skill, and we have on the other hand—— 

Senator Humpurey. But they do have the risk of their investment. 

Isn’t that worth something? 

Mr. PaaruBerG. They do. And ordinarily in the free play of 
economic forces this added risk would be reflected in a higher return 
on their investment, that is true. 

Senator Humpnrey. Mr. Paarlberg, do you not in any of your cal- 
culations for purposes of describing farm income have any kind of 
formula whatsoever, in your economic section of the Department of 
Agriculture, relating to what you consider to be the wage rate level 
of a farmer for his labor and a compensation rate of a farm owner for 
his management? 

Mr. PaaruBera. In our studies we ordinarily proceed this way in 
research work. 

We will take the return that is earned on this farm and we will 
figure what the investment is on this farm, and we will make an 
allowance for the use of that capital, at some rate of interest, we will 
say 5 percent interest, or some figure. 

Then the residual income of that farm will be computed as accru- 
ing to labor and capital. 

And we will call that a labor income. 

Now, if we take that labor income and relate it to the number of 
hours that this farmer worked, then we will get a return per hour of 
labor. And these returns per hour of labor, Senator, as you know, 
computed in this manner, are low in agriculture as compared with 
returns per hour of labor in industrial labor. 

Senator Humpurey. Correct. You are helping me now. 

In other words, taking your formula for return on land or invest- 
ment as being equal at least to the amount that you would have to 
pay, or you could use that same amount of money for this interest if 
you loaned it out, and that is 5 percent, say, the balance therefore, 
the residual income is what you might call the labor income? 

Mr. PaarteerGc. Labor and management receives that. 

Senator HumpHrey. And management. 

You divide the number of work-hours into the gross that remains 
after you have separated your amount for investment, and you get 
the hourly income, hourly return? 

Mr. Paaruperc. That is right. 

Senator Humpurey. Now, once you get the hourly return, let’s say 
it is 75 cents an hour; is that enough or is that too little? 

Where do you make the value judgment, that is what I am trying 
to get at, when do you get to the point where you determine what is 
a fair rate for labor-management skill. 

Mr. Paar.perc. Of course, we do not make that determination. 
We try to increase that residual so that the return per hour of labor 
in agriculture is larger than it would otherwise be. 

This is the objective of our programs. 

Senator Humpurey. In order to have an objective you have to have 
a standard, how do you measure what is low and what is high unless 
you have a standard? 
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Mr. PaartBera. The Congress has written a standard, as you per- 
haps are aware. I can’t quote the law on it precisely, but it says in 
effect that the returns in agriculture should provide a standard of 
living equivalent to that of persons in nonagricultural enterprises. 

The statistical basis for implementing this legislative specification 
has never been worked out and, while this appears in the law, there 
have not been programs developed to effectuate that particular pro- 
vision. 

Senator Humpurey. Well, now, just to relate this back to some- 
thing else and not burden you any more with it, when you look back 
to the periods that you referred to, these dream-world periods, in the 
light of the investment and the risk that is involved in agriculture, 
and the hours of labor involved in agriculture, do they seem to be 
favorable? 

Mr. PaaruperG. They do not when you take agriculture as a whole, 
Senator. When you take agriculture as a whole even those very 
favorable years in agriculture as an aggregate are not particularly 
favorable as compared with nonagricultural operations. 

If, however, you break agriculture down into its separate parts, 
then you get a little different picture. 

We have about 4.8 million farms; about 2 million of these produce 
about 80 percent of the agricultural commodities that are sold in 
America. 

Now, if you break out those particular farms, the farms that pro- 
duce the bulk of our food and fiber, then during the war and post- 
war years, they were doing very well as compared with the non- 
agricultural sector. 

If, however, you look at the other part of agriculture, those at the 
bottom of the income ladder, then even during the most favorable 
periods we ever had they did not even approach the returns of 
nonagricultural people. 

Senator Humpurey. The scene that you describe here in agriculture 
is not unrelated to other segments of the economy. 

Mr. PAaRLBERG. I am sure that is true. 

Senator Humpurey. Take for example in business, you can take 
the top 4 or 5 corporations in steel, and they will produce more than 
all their competitors put together. 

Mr. Paaruperc. That is right. 

Senator Humpurey. You can take one automobile company that 
is in the United States and it will be producing more than all the 
automobile companies in the world, not just the United States. And 
you can take a couple of the farm-machinery companies, and they 
will produce more than most of their competitors. 

And you can take the top 500 corporations in America, and they 
will produce most of the manufactured goods. 

Mr. PaaruBera. I agree; that is true. 

Senator Humpurey. You used the same yardstick apparently on 
this dream-world concept for agriculture as you do on the prosperity 
concept for industry, because when you get into small business today 
in the United States the rate of bankruptcy is the highest it has been 
in 35 years. 

Mr. Paarupera. It makes a big difference whether you are talking 
about aggregates or whether you are talking about the separate parts 
that make up the whole. 

95527—57-——2 
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Senator Humpprey. You have not commented upon the proper 
prosperity being a dream world, have you? 

Mr. Paarusere. I certainly have not. 

Senator Humpnrey. [ mean, what we are enjoying right now, this 
is what you comment on as the real world. 

Mr. PaarRLBerG. You mean for the economy as a whole? 

Senator Humpurey. Yes. 

Mr. PaaruBera. I have not called it that, luckily. 

Senator Humpurey. What do you think it is? 

Mr. Paarupere. I think it is a very buoyant economy—I will not 
use the same phraseology that got me into trouble before—but I 
think we would say generally that it is extremely unusual to have so 

rolonged a period of such extremely high economic activity as has 
Claei experienced now for over a decade. 

Senator Humphrey. Could it be that some of your economists are 
just living back in the Dark Ages in the sense that you don’t realize 
that this has to be this way? 

What do you think would happen if it were any less than it is now? 

Let’s just take a look at the cold- eee figures today. 

Let’s assume that you had a 10 or 15 percent drop in the economy 
today, what do you think would happen? 

Mr. PaartBerG. Well, in the first place, I don’t think we are likely 
to get a drop of that kind, Senator. 

T think a number of things have happened in the past 25, 30, 35 
years. Things have h: appened that may prevent in my tibeient the 
kind of economic collapse that has hitherto been experienced. 

Senator Syminetron. Except for the farmers? 

Mr. Paar.Bere. I don’t think it can happen for the farmers 
Senator. I think the things that have been done in our monetary 
and fiscal policy, provisions that have been written into our laws 
related to farm price supports, unemployment insurance, all sorts of 
things, all sorts of tools that we have discovered and implemented. 
It is not nearly so likely that we will have the kind of economic diffi- 
culty that we experienced during the 1930’s, and that we experienced 
periodically prior to that date. I think two things have happened. 
One, I think, is that we have these new tools that have been developed; 
another is that we are more inclined to use them now. 

So I would say that we are at a high level of economic activity, 
we could recede somewhat from the level as we did in 1953-54, 
without really grievous adverse consequences, and then recover as 
we have. But if there were a steep recession or if this threatens, the 
present tools which are available would be used and other tools which 
would be designed would be brought to bear. 

So to answer your question, I don’t think that it is likely that 
would or could be a steep recession from a generally high level of 
economic activity. 

Senator Humpnrey. I thoroughly agree with that. That is why 
I supported the New Deal. Every measure you have recommended 
here was something that was legislated over the agonized protests of a 
substantial number of important Americans—at least they thought 
they were important—the unemployment compensation, the Securities 
and Exchange Commission Act, the Public Utilities Holding Act, the 
amendment to the Federal Reserve monetary policy, the changing 
theory which was put in—all of this was again the advice and counsel 
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of well-known, self-appointed experts—and I agree that it has been a 
very decided factor im maintaming prosperity and maintaining a 
sound economy. 

Do you consider price supports as one of these factors that has been 
very helpful? 

Mr. Paaruspera. I do. I feel that; like these other tools, they 
can be used in an effective, helpful manner, but like all sharp tools 
they can be harmful if improperly used. I think they are part of 
this kit of tools which can be helpful in maintaining a generally high 
level of economic activity. 

Senator Humpurey. One statement you made in a speech, Mr. 
Paarlberg, on October 1, 1956, in Chicago, is that— 

Price supports for farm products are based on the assumption that a dollar is 
worth more in the pocket of the farmer than in the pocket of anyone else. 

I gather what you mean by that is that a dollar is a dollar and 
wherever it is, it is a part of the purchasing power of ithe country and 
part of gross national product; is that your meaning? 

Mr. PAARLBERG. No; that was not my meaning. 

Senator Humpnrey. What do you mean by it? 

Mr. Paar Bera. Well, it does make a difference in whose pocket 
a dollar is. And, other things being equal, in my judgment if the 
dollars are distributed with some reasonable degree of uniformity, 
this is better than to have a sharp concentration of dollars in the 
hands of particular people. 

Senator Humpnrey. Why did you make that statement, then, if 
that is what you believe? 

Mr. PaarLBera. I made the statement because price supports have 
the effect of transferring in some cases dollars into the pockets of 
some farming people who already have incomes well above the in- 
comes of those people from whom the dollars are being transferred. 
We have a orothati of equitable distribution of income and of dollars 
within agriculture as well as between agriculture and nonagricultural 
enterprises. 

Senator Humpnurey. Of course, if you are speaking of the matter 
of perfect distribution that would take a planned economy, which I 
am sure neither you nor | would be for. 

Mr. Paarupera. No. 

Senator Humpurey. But your statement here says that— 

Price supports for farm production are based on the assumption that a dollar 
is worth more in the pocket of the farmer than in the pocket of anyone else. 

You would say that farm income today, a little better farm income 
today, would be worth more in the pocket of the farmer than in the 
pocket of, say, the top commercial banks? 

Mr. Paar.tperc. I would agree with that; yes. 

Senator Humpurey. So that a farm price support might have some 
good effect? 

Mr. PAarLBERG. It might have. It does not, however, attack the 
problem of inequity within agriculture, which is a substantial part of 
the problem. 

Senator Humpnrey. I am going to ask 1 or 2 more questions. I 
know there are others waiting to ask questions. 

I notice your recent speeches and statements of the Department of 
Agriculture keeping repeating a term here which is very interesting 
to me in the light of what has been the past philosophy. 








16 NOMINATION OF DON PAARLBERG 


You are talking about abundance. You have a speech here, The 
New Dimension in Farm Policy. And all the way through this speech 
there are comments about achieving abundance, and learning how to 
live with abundance. 

I will quote one line: 

Since we apparently cannot legislate scarcity, we must learn how to live with 
abundance. 

Hasn’t the philosophy of the Department been one of adjustment of 
supply to demand? 

Isn’t that the whole concept? 

Mr. PaaruBerG. Not exclusively, that is a part of it. We wanted 
to get these things in balance. To some degree we want to adjust 
supply, to some degree we want to expand demand so as to bring those 
things in balance. 

And to some degree we want to adjust our production to shift it 
from one commodity to another commodity in order to bring about a 
better balance. 

So we work really in our programs on both sides of the equation. 

Senator Humpnrey. But I notice that earlier you used a word—I 
am kind of surprised at it—the word ‘‘adjustment.”’ 

You say on page 5 of this recent speech of yours delivered on July 17 
at Las Cruces, N. Mex.: 

A quarter of a century ago, when present farm programs had their origin, the 
concept was one of agricultural “‘adjustment.”” This meant that farmers would, 
with machinery provided by the Government, reduce production to a level which 
would result in an achievement of price objective. 

The concept of adjustment through effective production control is impractical, 
as evidenced by a series of legislative and administrative actions. 

The word “adjust” no longer appears in the title of our farm bills. _The most 
recent comprehensive farm legislation is called simply “The Agricultural Act of 
1956.” 

Now, I don’t know what that paragraph is all about—by the word 
“adjustment,” obviously you mean there has been some adjustment 
made, don’t you? 

Mr. PaaruperG. I believe there has been adjustment made by 
several devices by production controls and by the free decision of the 
farmers. 

Senator Humpurey. That is a production control in the sense of 
free decision? 

Mr. PaarBeraG. It is a control in the sense that it is controlled by 
the free decisions of the individual. 

Senator Humpurey. You would say that that paragraph was more 
or less rhetorical, rather than factual? 

Mr. PaartBerG. My intent there was to indicate that the original 
concept of agricultural legislation was really to pull down these sup- 
plies to make possible the achievement of the price objective. 

That was the original concept in the 1930’s. 

Senator Humpurey. Why? 

Mr. PAarRLBerG. Because we focused on the desirability of a higher 
or at least a sharply increased level of farm prices and the reasoning 
was that the only way you could achieve that was by pulling down 
production. 

Senator Humpurey. Wasn’t that because there was a surplus? 

Mr. PaaruBerG. Well, of course, in the 1930’s, Senator, we had a 
collapse of demand, and I think that was a more important element 
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in the troubles of the times than the heavy supplies, on a statistical 
basis. 

Your supplies per person during that period were lower than they 
were during the twenties. So that it was probably a collapse of 
demand, a very complex thing, that set the stage for that trouble, 
rather than the heavy supplies. 

Senator Humpurey. Well, if I recall, there was a plentiful supply 
of wheat when the Wheat Board was set up, the Farm Board. 

Mr. Paartpera. That is true. 

Senator Humpurey. Now, in one sentence you say that we must 
learn to live with abundance. That is very good. I look back over 
things that I have been saying for a long time, and I find I have agreed 
with the whole philosophy of abundance. I have never agreed with 
the philosophy of scarcity. The Secretary has been before us a 
number of times pointing out that we had to get supplies in balance 
with demand; that had it been done; that is one of the reasons for the 
acreage reserve, for various flexible price supports, it is one of the 
reasons now that the farmer wants no supports on corn—this whole 
philosophy is one of getting supply in line with demand, and that is 
abundance. That, sir, is at least adjustment, which you have written 
off in one paragraph; that is at least adjusting something. 

Mr. Paar.perc. I don’t think, Senator, that I have written off 
adjustment. 

I think that my intent was to indicate that farmers are capable of 
making many adjustments themselves, and that we must take account 
of other objectives than price itself. 

Senator Humpurey. Of course, no one ever denied that. You have 
such things even as fertilization as an objective sometimes. 

But I want to ask my friend here how we should learn to live with 
abundance. I want to know what proposal you have to want to live 
with abundance. For example, why don’t we just let our farm dairy 
producers live with abundance? 

What are you prepared to do to let them live with abundance? 

Mr. PAAaruBERG. | think several programs can be effectively brought 
to bear in a program for learning how to live with abundance. The 
development of our markets abroad, with which you are very much 
concerned, is, I think, a key element in this kit of tools. The adjust- 
ment of production within our own land as contemplated through the 
conservation reserve, retiring of marginal acres—this is a desirable 
thing 

The shift of our resources from intensive uses such as for crops like 
wheat and potatoes that are used directly to the livestock production 
is another element that can be used. 

Adjustments in the levels of price supports which will reduce the 
incentive to produce excess quantities and open new markets, another 
element. 

Senator Humpnrey. | would not argue with you about the proof. 
I know that people for a thousand years said the world was flat, and 
some of them kept believing it, but they finally changed their minds. 

You say by reducing price you reduce production; your saying that 
does not make it a fact. 

Mr. Paartspera. The only research that I have seen indicates that 
this is a fact. 

Senator Humpurey. The research that I have seen indicates that it 
isnot. In other words, when you had lower prices on grain sorghums, 
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and on oats and barley which were not under high price supports, you 
got increased production? 

Mr. Paar.BerG. But of course the situation differed. 

These crops were free of acreage allotments, you decreased your 
acres of wheat, and of cotton, and made those acres available for 
these other crops, and under those circumstances, even with a rela- 
tively low price, they are inclined to go into use. 

The statement that a lower price will result in decreased production 
assumes other things equal, and in order to have a valid case, you 
would have to have that condition prevail. 

If we change a number of things simultaneously, then we are not 
sure which cause resulted in the conditions that we observed. 

Senator HumpnHrey. Quite obviously, if you have higher prices 
under a fixed price schedule you obviously have to have another 
means, you have some sacrifices, you exercise some controls. 

I would only say very respectfully, Mr. Paarlberg, that I will be 
happy to have you go over the records, and you will find that in the 
years from 1926 to 1933, in the two commodities wheat and corn, every 
time acreage went up and production went up, prices went down. 

Do you want to dispute that? ‘That is a big enough series of years, 
1926 to 1933. I say that over the period of those years—there will 
be more years, you have obviously had weather factors involved, but 
I say that as prices went down in each of those years products went 
up with the exception of drought years, and even in drought years 
production went up in wheat. 

Mr. Paartseerc. To undertake such a study I think, Senator, you 
would have to do more than look at the crude figures. You would 
have to look at the prices of alternative crops. You would have to 
look at what alternative opportunities farmers had. 

You would have to look at what was happening to their production 
costs. 

All these things have a bearing. Now, when you take account of 
all these other factors and hold them constant, 1 think vou will find 
this, that in areas which have almost no alternative, as is the case in 
much of the Great Plains, there price has very scant effect, even over 
a long period of time, on the acreage of wheat. 

If on the other hand you look in Indiana, Illinois, the diversified 
areas, where there are alternative opportunities, then a lower price, 
after allowing for these other things, results in the following year in 
some reduction in acreage. 

Senator Humpsrey. In that particular commodity? 

Mr. PaartBerG. That is correct. 

Senator Humpurey. But an increase in something else, because they 
have a certain amount of fixed charge; is that right? 

Mr. PaaruBerc. That is correct. 

Senator Humpurey. What are your points about how to take care 
of abundance? And then I am going to let you pursue this matter 
with other Senators, because I am interested in this philosophy of 
abundance, I really believe in it. 

For example, I think that we are really way off the line when we 
start paying farmers a billion dollars not to produce. I want to know 
whether you endorse the compensatory payment plan—and I have 
some material here that indicates you once did—I want to know 
whether you still feel that way, what is your feeling about Public 
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Law 480, these other proposals, because this. abundance is a wonderful 
concept, and a complete reversal of what the Department has been 
talking about. I am interested in this information, and this kind of 
reincarnation of spirit. 

Mr. Paar_Bera. I don’t think it is a reversal, Senator. We have 
been trying all the time I have been here to see how we could make a 
blessing of our capacity to produce, it really is a marvelous thing and 
capable of lifting the level of material well- being here and abroad, and 
it should challenge everything in our hearts and minds to make 
effective use of this capacity for production. 

Senator HumpnHrey. I agree with that, but how? 

Mr. Paartpera. I think by those devices. I think by building 
markets, through a variety of programs, of which Public Law 48 is one. 

I think that this can be done by making adjustments in the manner 
in which we use our resources here in the United States, shifting from 
the crops and production that use our agricultural resources intensively 
to those that use them extensively, so that the production of food, 
consumable food, per acre is thereby reduced. 

I think by retiring from cro production some of our marginal 
acreage, by permitting more dened in our pricing structure and more 
freedom on the part of farmers to make their own decisions so that 
they themselves can bring about some of these adjustments. I think 
by research which helps to lower production costs, and permits us to 
compete more effectively with the production of industry and with 
the production of agriculture abroad. 

I think these are some of the major components of the kit of tools 
with which we would try to learn how to live with the abundance we 
have now created. 

Senator Humpnrey. Are any of those factors in contradiction or 
in opposition to the farmer receivi ing a fair price for what he produces 
while you are trying to do all this? 

When I talk about the farmer having freedom to make choices— 
a poor man does not have very much freedom, let’s face it—the 
freedom he has is to meet the bill collector or see the “sheriff. 

Mr. Paar Bera. The objective of learning how to live with abun- 
dance would be of course to bring a safe return to the farmer who 
produces this abundance, this would be the objective of doing it, so 
that he is not penalized for his own magnificent performance. 

And if we learn to build these markets, if we open up new outlets 
for his production at home or abroad, and we bring about a better 
balance of his production resources, then he should be in a position 
to get some reward for the very significant advances he has made. 

Senator HumpHgery. Some reward? 

What do you consider to be a fair reward? 

What does the Department consider to be a fair parity share, for 
example, for farmers? 

What do you think farmers ought to be getting now? 

Mr. Paar.perea. Well, it is not our responsibility to formulate 
legislation that would define those goals. 

The Congress has attempted from time to time to do it. We have 
set up general goals of our own toward which we strive, and these 

oals, as I indicated a moment ago, are sharply higher than the 
ear ls of farm income presently are. 

As a matter of fact, the goal of the Congress and the goal of the 
administration are both so sharply above the present level of farm 
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income that I don’t know how important it is that this be defined 
with an extremely high degree of specificity. 

Senator Humpurey. | think it 1s rather important that we know 
just what we are talking about. If you just talk in generalities we 
get no place fast. If you talk about the use of your resources, shifting 
one crop to another, as if this did not have any effect on price, my 
gracious, everybody knows that if you start shifting more crops into 
feed crops in the hopes of converting it into beef or pork, unless you 
watch your production, you are going to get lower prices; there is a 
direct relationship between low feed prices and low cattle prices; 
there is a direct relationship between the price of corn and the price 
of hogs. 

Mr. Paartzerc. There is. 

Senator Humpurey. [ notice in one of your statements, for example, 
that you pointed out that only about one-fourth of agriculture was 
really under the price-support program; is that about right? 

Mr. PaaruperG. That is correct. 

Senator Humpurey. And yet isn’t it fair to say that even though 
hogs may not be under a price-support program, if corn is supported, 
at a fairly good price, the corn-hog ratio is about 11 to 1? 

Mr. Paarteerc. Even if you had the price of corn perfectly stable, 
you would still have fluctuations in the price of hogs. 

” Senator Humpurey. Yes; but generally when you have a high price 
for corn you have a better price for hogs; isn’t that about right? 

Mr. Paartperec. A high price for corn? 

Senator HumpHrey. Yes. 

Mr. PaartBerG. Well, what that usually does is to bring about a 
reduction in the rate of farrowing which at other subsequent periods 
will result in the high price. 

Senator Humpurey. “Subsequent” is not as far off as that, not as 
far as building markets to learn to live with abundance, because, as I 
recall, hogs don’t wait as long as elephants, they get around to having 
little pigs soon. 

Mr. Paartperc. Of course, if you really have an abundant supply 
of corn, which we now have, then you cannot keep that forever from 
being converted into pork. 

Senator Humpnruy. Yes; I appreciate that. And you support 
Public Law 480? 

Mr. Paarteerc. Yes; I do. 

Senator Humpurey. Do you think it ought to be on more than a 
1-year basis? 

Mr. Paartrerc. I think, Senator, that the Congress should have 
the opportunity year by year to review that program. 

Senator Humpurey. To review it, but how about the authoriza- 
tion, so that you can plan the program? 

Mr. Paarteerc. Well, the recommendation has been that we 
extend it for 1 year, as you know. 

And if I am correct in reflecting the view of those who have worked 
with this program, it is a program which involves considerable depar- 
tures from the customary ways of doing business, that has real prom- 
ise, has also some possible abuses, and that it would be well to keep 
a rein on it so that if the Congress should decide that this program 
should be curtailed, or expanded, that it would be possible to do so. 
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Senator Humpurey. I say most respectfully that the same argu- 
ments were used by the opponents of the President's foreign aid 
program and the loan development fund, and we were asked vigor- 
ously by the administration to give them 3 years’ extension, 3 years’ 
authorization, so they could properly plan the programing of their 
dollars; I agree with that philosophy; I supported that; a lot of 
Democratic friends of mine did not. 

I believe the House is wrong in what they are attempting to do; 
I continue to support long-term authorizations. I wondered if you 
had any reason to believe that we will be over this problem of 
surpluses in the next year. 

Mr. PaaruBera. I personally do not, Senator; I think that the 
productive capacity of American agriculture is high, and will be high 
prospectively, and that for a considerable period we will be strug- 
gling with the problem of how to utilize wisely in a manner that will 
protect our farmers, how to use wisely the ability to produce which 
we now have. 

Senator Humpurey. Do you believe in the food-stamp plan, in 
this philosophy of how to use and live with our abundance? 

Mr. PaartBere. As you know, we made a study of the food-stamp 
plan and sent it to the Congress. 

Senator Humpurey. And it extended nowhere? 

Mr. Paar.pera. That is correct. With the high levels of employ- 
ment that we have presently, and with the substantial use that we 
are making of our surpluses through our present disposal authorities, 
we did not recommend favorably a stamp plan, as you know. 

Senator Humpurey. I realize that. 1 am all for this philosophy 
of abundance, but once you say that you have got to produce, you 
cannot just be holding off on theoretical assumptions, you have to 
really get down to cases. 

Don’t you think it would be a good idea to set up a pilot plan on a 
food-stamp plan to see whether this thing would work better than 
some of the objections that your Department raised against it would 
indicate? 

Mr. Paartpera. It might be that that would be desirable, that is 
something of course for the Congress to decide. 

We are impressed with the fact that most of the surplus stocks 
which we are carrying which are so burdensome, that these are not 
the type of thing that would move through a food-stamp plan— 
cotton would not move well, wheat would not move well, corn would 
not move well—these are the big problems that we presently have 

Senator HoLtuanp. Tobacco? 

Mr. Paartperc. Well, I could not know, whether you could use a 
food stamp plan for tobacco. 

Senator Humpurey. I am sure that if we shift into meat and dairy 
production that we would be faced with problems that relate to sur- 
pluses. 

Well, I want to thank you, Mr. Paarlberg, for replying to my ques- 
tions. I intend to submit to you, Mr. Paarlberg, a list of written 
questions, because I want to tell you very frankly, so you will clearly 
understand my position, I don’t agree with your economic philosophy. 
I think some of the economic advice that you have given to the Secre- 
tary is not sound. And I frankly feel that the attitude that has been 
expressed in the Department has depressed prices, I don’t agree with 
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the way the Department has managed surpluses. I think they have 
been purposely price-depressive, a nd T am prepared to document it. 

I don’t like the way you have managed your corn surpluses, and J 
regret to say that with all this talk about abundance, I don’t think 
you have a program of how to live with it at all. You are just making 
a nice phrase. 

The Farmers’ Union has been talking about living with abundance 
for years, and the Department has refused to accept its suggestions as 
to how to work in that field of abundance. 

So I think you ought to know what my position is—it is not di- 
rected toward you, I am sure you are a fine, honorable American, a 
fine family man and a good man, but I just don’t like that economic 
philosophy. 

Did you go to Cornell? 

Mr. Paarupera. Yes, I did. 

Senator Humpnrey. I must say with all due respect to Cornell 
University that it has had an attitude toward economics to which I 
cannot subscribe and I consider it a detriment to the agricultural and 
economic life of this Nation. It is a great university, but I disagree 
with its agricultural economics exactly as I would disagree with Marx- 
jan economics. 

Senator HoLLAND. We will pass to the other side of the table. 

Senator Aiken, you came in later, do you want to yield to Senator 
Thye who indicated he had some questions some time ago? 

Senator Arken. I only have one statement anyway. I want to 
draw the distinction between the food-stamp plan and the food- 
allotment plan. 

The food-stamp plan contemplates using lower income people as a 
means of disposing of surpluses. The food-allotment program con- 
templates using low-income people as a means of improving diets and 
preventing surpluses. 

There is a difference as wide as the ocean there. 

I will yield to Senator Thye. 

I think Mr. Paarlberg has given an excellent account of his knowl- 
edge and, as Senator Humphrey says, his philosophy for agriculture. 
Senator Humpurey. He has done very well stating his position. 

Senator Tuyr. Mr. Chairman, I do not have many questions; I 
cannot conceive of many questions that could be asked that haven’t 
been asked by Senator Humphrey. And I must leave at 11:30, be- 
cause I have an appointment at that time. 

The only questions that I will try to get in in these next few minutes 
is, what would be the type of production in agriculture that you could 
suggest that the farmers shift to, Dr. Paarlberg? 

Mr. PaarLBerG. Over time——- 

Senator Ture. You say shift to supply that may be short, what 
would you explain to us is short in supply at the present time? 

Mr. PAarLBEuRG. Well, none of them are short, it is a question of 
which are relatively more abundant than others, and which commodity 
could this tremendous productive capacity be utilized with the least 
disturbance to prices. 

Senator Toyz. Well, you would admit that every pipeline is full at 
the present time, would you not? 

Mr. PaarutperG. Generally, ves. I would make this qualification. 
Let us say every pipeline is full, but there are some commodities which 
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would be harmed far more by an added increment of supply than would 
be others. 

Senator THyr. Would you care to tell me just what? 

Mr. PaaruBerG. Well, generally the crops like beets, vegetables, 
beans 

Senator THyr. You wouldn’t advise filling up the reservoir with 
potatoes now, would you? 

Mr. Paartperc. No. What I am saying is that some of the live- 
stock producers have more capacity for utilizing our abundant prod- 
ucts than have some of the crops for direct consumption. 

Senator Tuyen. Of course, livestock, for instance beef cattle, repre- 
sent a cycle which you as an economist can only predict; I can’t 
effect any immediate change in that cvele. Right today, for instance, 
because of the increased grass production in the grazing areas, there 
is a tendency to hold back the female stock. You are quoting a 
rather high feeders price, and can anticipate a higher feeders price for 
the future, because of the need to restock the range area. 

But it is useless to stress that point, and it would not clarify the 
question between your philosophy and mine, possibly. As an econo- 
mist in the Department, what would be your responsibilities? 

Mr. PaaRuBerG. | would be responsible for three agencies, Senator, 
the Agricultural Marketing Service, the Foreign Agricultural Service, 
and the Commodity Exchange Authority. 

Senator Toye. Then you would be administering Public Law 480? 

Mr. PaarLpera. Well, I would have some responsibility for it. 

Senator Torre. Some. Who would have the other? 

Mr. Paarupera. The Foreign Agricultural Service, which largely 
runs this program, with consultation, of course, with the other depart- 
ments of Government, would report to me. 

Senator Tuyr. But you would have to assume the responsibility 
of its entire success or failure, would you not, with the exception of 
the Secretary of Agriculture, who is responsible for all of you? 

Mr. Paaruteerc. Yes. But, of course, as you understand the 
other departments of Government participate in the programing and 
have a degree of responsibility as well. 

Senator Toye. That is true. But you must be the coordinator 
between those other agencies. 

Mr. PaaruperG. That is correct. 

Senator Toyz. Do you believe in Public Law 480? 

Mr. PaaruBereG. Yes; I do. 

Senator Tuyr. Can you suggest some administrative function that 
would even improve its operations? 

Mr. Paaruperc. I think that the law has been basically a good 
law; I think that an extraordinarily successful job has been done of 
administering it. I am frank to say that the achievements under 
this law have been more and greater than I had thought in advance 
that would be the case. 

Now, it might well be, Senator, that certain events have combined 
here to create this favorable condition, the Suez, some crop failures 
abroad, and filling up of the pipelines of cotton and others. 

Senator THyrr. Anyway, you would say, Doctor, that Public Law 
480 has been helping to move surpluses into export channels? 

Mr. PAARLBERG. Yes; it is. 
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Senator Toyz. And that is a necessity, because production is greater 
than domestic consumption, and therefore you must rely upon exports 
to move surpluses? 

Mr. Paarueera. But as I said before, there are some difficulties 
real and potential with the program, and while on balance I am con- 
vinced that it has been a successful and helpful program I do believe, 
that we have much still to learn about administering it, and that a 
word of caution is appropriate. 

Senator Tuyr. Then the other factor that has helped too, and does 
promise some curtailment in production would be the soil bank, is 
it not? 

Mr. PAaRLBERG. Yes. 

Senator Tuyr. And what is your belief about the soil bank? 

Mr. PaaruBperG. The Secretary has stated, and I concur with his 
view, that it is a temporary program—the acreage reserve part—that 
it is very costly, and the hope is that we would not have to continue 
with it, certainly beyond its present authorization. 

Senator Toyz. Would you try to intelligently defend it—I say 
intelligently defend it? 

Mr. PaaruperG. Yes, I think I can intelligently defend it, in this 
respect, that our stocks of commodities which, in the long run are 
perishable, have been, and will be at the time this law was enacted 
growing so rapidly that the threat to markets at home and abroad was 
so great, that costs of carrying those commodities were so heavy, and 
that the depressing influence of farm prices so grievous, that a remedy 
as bold and as expensive as the soil bank was under those conditions 
justified. I would also agree that it has not had a fair opportunity 
yet to demonstrate either its effectiveness to reduce the overall 
harvested acres, and the production of our agricultural plant. 

It certainly has not had during the crop year 1956. Now, during 
the year which is now in progress, we don’t have a judgment on that 
of course until !xter, but it has not up until this time had an oppor- 
tunity to demoastrate fully its limitations or its capabilities. 

Senator Taye. And you would endeavor with all of your ability 
to intelligently make a thorough explanation of the history of the 
soil bank as far as 1956 is concerned, if vou were placed in that 
position of trust in the Department of Agriculture? And you would 
endeavor with all your ability to make known to the public what the 
program is achieving and what you hope it could achieve in the future? 

Mr. PAARLBERG. Yes, indeed. 

Senator Toys. These are the two factors that we are faced with: 
our productive ability on the farm is greater than our domestic con- 
sumption needs, and we have not sufficiently developed our foreign 
trade and our foreign exports to carry off the surpluses that our farm 
plant today is capable of producing. If the Lord—and I say this 
reverently—continues to bless us with production, regardless of what 
the price factor is, we are going to see surpluses in the future, unless 
we have a soil bank that reduces the total number of acres harvested, 
and unless we are able to put some of ovr products inte foreign 
channels. 

Those two factors make the soil bank a necessity. The consumer 
cannot possibly understand the need for the soil bank. He cannot 
understand the farm productive plant, unless it is defended honestly 
and intelligently by those who are charged with the responsibility 
of administering the affairs of the Department of Agriculture. 
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Mr. PaarLBerRG. Senator, | pledge you that I will do that. 

Senator THyr. Now the other question, then, is: Would you under- 
take in the capacity of this high office in the Department to find a 
broader use domestically of agricultural commodities? We still have 
not scratched the surface of the use we can make of agricultural com- 
modities in our industrial economy, such as in the field of synthetics. 
We must put forth a greater study, if we are going to be successful 
in broadening our farm economy. It is too narrow and too shrunken 
today, and I daresay that our farm economy is the weakest part of 
our total national economy. 

Mr. Paaripera. | think I agree with you. 

Senator Tuyr. The extension program has taught the producer how 
to produce. Experiment stations have found ways to produce two 
blades of grass where only a very small blade was growing in earlier 
history. 

Scientists in the experimental field have taught how to get better 
egg and milk production, as well as beef and pork. But we have not 
broadened our general know-how to increase the use of these com- 
modities, beyond the ordinary human consumption of the necessary 
food and fibers. 

Mr. PAarRLBERG. | agree with that. 

Senator Tuyr. Would you say there is an opportunity to go into 
this domestic use of agricultural commodities and broaden the use of 
them in the industrial field? 

Mr. PaaruperG. | certainly would. And we are proposing to 
expand our program of utilization research, as you know, toward that 
end. 

Senator Tuy. You believe in that, and you would put forth all 
the ability and training that you possess in that field to broaden the 
use of agricultural products? 

Mr. Paarupera. I do, Senator. I consider that our productive 
capacity is very great, and that we are challenged to find constructive 
uses for that abundant capacity, and that it will tax our research and 
our action programs to get that job done, and that there isn’t any 
opportunity that should be overlooked in trying to get that important 
job accomplished. 

Senator Toys. Mr. Chairman, I have nothing further. 

Senator HoLLaNnp. Senator Symington. 

Senator Symineron. Mr. Paarlberg, you made a speech recently 
in which you asked a question 

Senator Toyz. I had one question that I wanted to ask; I beg 
your pardon, may I ask it, Mr. Chairman, before I surrender? One 
question entirely escaped me at the time that I was questioning. 
There is a great deal of interest in the two-price plan, under which 
there would be one supported price for domestic consumption, and to 
leave the surplus to be marketed in the open market at whatever the 
world prices might be for it. Some refer to this plan as the domestic 
parity plan. We voted it, and gave authorization to the Department 
to use it in the rice program. 

Mr. PAaRLBERG. That is right. 

Senator Tuyzn. The Department has not used it. Now, what is 
your opinion of that domestic parity plan? That was the question, 
Senator Symington, that I had in mind. I had it on paper, but I had 
forgotten to refer to it. 
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Mr. PaarLBerG. We have studied it often and at length, and re- 
viewed it innumerable times in the Secretary’s policy staff and with 
his Advisory Commission. We bave discussed it here with you 
gentlemen in question 

Senator Symineron. What is your opinion about it, that was the 
question. 

Mr. PaarupBerea. I concur in the position of the Department that 
it is not the most appropriate program to put into operation in the 
present and prospective future. 

Senator Turn. I ask, why do you think it is not the most appropri- 
ate? You see, we must explore, and that is why we gave you the 
authorization on rice because it is a limited crop and doesn’t involve 
too much. We thought we could use it as a pilot program, because 
we must explore every avenue. We know that even in our Public 
Law 480 we may have some public opinion pressing us, and we know 
that the reserve provision of the soil bank is subject to some criticism. 
Without an honest and intelligent effort to defend it we might be very 
much embarrassed some day in that field. Therefore, we must explore 
other channels and that is the reason why I wanted to ask you about 
the domestic parity plan. 

Mr. Paarupera. Let us talk about rice. We have not made our 
decision yet with respect to the 1958 program. 

Senator Symrneton. Mr. Chairman, I have a date I have to keep 
very shortly. I didn’t call the hearing for Saturday morning myself. 
However, | would ask that we have Mr. Paarlberg back, because 
I have quite a few questions I would like to ask him about. 

Senator HoLLanp. You mean after lunch? 

Senator Symineton. No, I must be through for the day. 

Senator HoLianp. I won’t be able to sit on this for a long time, 
I am afraid. My instructions to the staff were to ask you gentlemen 
when you wanted to question him. 

Senator Symineron. Nobody had checked with me, and my under- 
standing was that you wanted Saturday morning at 10 o’clock. 

Senator HoLttanp. Mr. Kendall says he did check with the two 
Senators. 

Senator Syminaton. No, they just simply said that the time was 
10 o’clock; was that all right? I simply presumed that the Chair 
had set it for 10 o’clock and that was all right. 

Senator Hotutanp. Mr. Kendall said that he left it to the Senators 
who requested the hearing and they said they could come, and 
therefore—— 

Senator SyminGcron. But he set the time, Mr. Chairman, we didn’t 
set the time. 

Senator Hotianp. It seems that there bas been somewhat of a 
misunderstanding. 

Senator Humpnurey. I want to say that they did check with me. 
I just groused about it being Saturday. 

Senator HoLianp. I accepted this position as a courtesy to you 
two Senators, because it is not my responsibility, and this is not my 
own subcommittee. 

Senator Symrneron. I was surprised to hear about it; 1 thought 
that was what you wanted done. 

Senator HoLianp. I asked the staff to work out a date when you 
gentlemen could be present, and I would adapt myself to it. And 
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as far as | was concerned, I was ready to approve Mr. Paarlberg at 
once, because I think his performance has been excellent, but I 
understood that you two gentlemen wanted to question him, and I 
wanted to see that you had an opportunity to do so. I accepted the 
responsibility so that you could have that opportunity. When could 
you be back today? 

Senator Symineron. I cannot come this afternoon, but any time 
next week. 

Senator Hottanp. When do vou have to leave today? 

Senator Symrneron. How long will the distinguished Senator from 
Minnesota be? 

Senator Tuyr. I am through right now, as soon as I can get an 
explanation relative to the gentleman’s personal convictions about the 
domestic parity or the two-price system. The wheat growers have 
been very strong for it and we have authorized the Department to 
use the plan on rice. All I want to know is, Does the doctor think 
that it has merit, and would he use all of his ability to try to get a 
trial run on rice. We should have some knowledge of how it can be 
administered. Would you discuss the question insofar as wheat is 
concerned and try to say how, administratively, it would be developed. 
You are going to have to explore every avenue if you are going to 
solve the farmer’s problem, and you cannot have one branch of the 
Department teaching how to produce, and then not exert the same 
intelligent effort to try to dispose or use or process the product that 
comes off our farms. 

I would appreciate your giving us some assurance that you are going 
to work on the ——— otherwise it is a little difficult for us to appre- 
ciate what to expect. 

Mr. Paaruperc. We will give it our continued and earnest con- 
sideration. I consider that our problem of heavy supplies are suffi- 
ciently grievous that we must look at this proposal very carefully, as 
well as at all other proposals. 

Senator Torr. Do you have a negative attitude toward the question 
now? 

Mr. PaarvBere. I feel this on rice—I have just a brief word on 
rice—I have this concern, that if we invoke the two-price plan for 
rice, we would find that our exports would not be as high as they have 
been presently. As you know we have been moving out large quan- 
tities of rice under Public Law 480. Many countries to which we 
move rice do not have dollars. And if we would depend on the 
two-price plan per se, to get rice out of this country, I don’t think it 
would go out in volume. I think if we were going to have the two- 
price plan for rice, we would have to use Public Law 480, in addition 
to the two-price plan to get the exports out. 

Senator THyr. Would you give us just a brief rundown on what 
your conviction is with regard to wheat? 

Mr. PaarLBerG. Presently we are competitive in our wheat sales 
abroad through the subsidy. I do not think that it would be possible 
to expand our exports for wheat under a two-price plan from what 
they presently are. So that that hope, which is a large part of the 
case for the two-price plan, I fear, is without adequate foundation. 

Senator Toyz. Mr. Chairman, I yield to Senator Symington. 

Senator HoLLanp. Senator Symington. 

Senator Symineton. Thank you, Senator. 
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You made a speech, Mr. Paarlberg, recently, in which you asked 
a question but didn’t answer it. You said, ‘Are there too many 
farm families?’—what do you think about that? Answer your own 
question, will you. 

Mr. Paartpere. I think that is for the individual farm family to 
decide. 

Senator Symineron. No; it is for you to decide if you come up 
here as an economist to take a position in the Government which 
gives you high administrative responsibility. I want you to know 
without any criticism of you, based upon my business experience and 
in the executive side of government, I have found it dangerous at 
times to have an economist in a large managerial operation. When 
you asked this question in a speech to a large group, are there too 
many farm families, I am not interested in what farmers think about 
it; 1 am interested in what you think about it. You are up here for 
confirmation. Now tell me, do you think there are too many family 
sized farms? 

Mr. Paarupere. I think it is a judgment that the individual farmer 
should make. 

Senator Symineron. I understand that. What do you think 
about it? 

Mr. Paarupert. My thought is that we should make known to 
them what their opportunities ere—— 

Senator Symrneron. | am not talking about that. Let me read 
the question to you again, and I would appreciate your comment on 
these questions. You say, “‘Are there too many farm families?” 
What do you think, are there too many farm families? 

Mr. Paar.ipere. I think there are many farm families who could 
improve their economic position by transferring out of agriculture. 
Whether it is a good thing or a bad thing depends on their own 
personalities as to how they like farming life—— 

Senator SymineTon. I am going to ask the question again, because 
I think as long as you brought it up you ought to answer it. I am 
asking for your personal philosophy. You have given it on a vital 
subject this morning, and [ will ask it on this subject: Do you believe 
there are too many farm families in America? 

Mr. Paarusere. If I could impose my own value judgments on 
Jarge numbers of people in agriculture, my answer would be ‘Yes.’ 
But whether those are their value judgments I do not know. 

Senator Symineton. Then your valued judgment is, there are too 
many farm families in America. 

Mr. Paar.Berc. My value judgment is that the economic level of 
living of rural people could be lifted if some numbers of them would 


be 





Senator Symrneton. I am asking you a question, and I want a yes 
or no answer, because you asked the question in a speech, do you think 
there are too many farm families in America, yes or no? 

Mr. Paarupera. I can’t, I think, go beyond what I have said, 
Senator. 

Senator Syminetron. Then say it again. 

Mr. PaaruBera. I think this is a question that the people with 
their own value judgments individually should determine. Summing 
up, I said I think that the level of economic well-being could be lifted 
if certain numbers of people were to shift from agriculture to urban 
employment. 
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Senator Syminaton. What you have said, then, is that you believe 
there are too many farm families in America, have you not? 

Mr. PaartBera. With respect to the one consideration, which is an 
economic consideration, namely, level of living. Now, with respect 
to other considerations, Senator, | have not indicated—and these other 
considerations are, the worthwhileness of a rural population, the values 
of rural living, the domestic stability that that type of structure 
gives—— 

Senator Symineton. But you wouldn’t want to say that you wanted 
to see people live on a farm that had a substandard way of living, 
would you? 

Mr. PAar.pera. | certainly would not. 

Senator SymrneTon. You agree that they can’t stay on the farm 
and have a decent standard of living, and therefore you recommend 
that they go to the city, do you not? Isn’t that what you say? 

Mr. Paarupera. | think there are certain people in rural areas 
who have limited opportunities in agriculture, who could better 
their—— 

Senator HoLLanp. Let him answer the question in his own words. 

Senator Symincron. Mr. Chairman, 1 want a yes or no answer. 

Senator Ho.ianp. I am presiding as chairman of the committee, 
he may answer the question as he sees fit. 

Senator Symrnaton. You have stated your position that you wanted 
to approve him, and you didn’t want to ask any questions. 

Senator Hontanp. Let’s have this understood, I am acting as 
chairman of the committee, he mayanswer it in his own words, and 
you may ask for any explanation you wish. We are not going to 
bully a witness into giving an answer. 

Senator Symineton. This is the last thing I want to do, to bully 
a witness. But he made the statement, he asked the question, are 
there too many farm families, that.issthe question, and he should be 
willing to answer the question. 

Mr. Paartpere. I don’t think Lean go beyond the answer I have 
given you, Senator, and | think it is an adequate answer. 

Senator Symineton. My next question is, Is the problem of the 
rural low-income family a farm problem, or is it a national economic 
and social problem? 

Mr. PaarLBerc. Well, I will answer that, I think it is both, I 
don’t think it is exclusively one or the other. 

Senator Symineton. And then you say: 


Should the farm family have preference in our farm legislation, and if so, how 
much and what kind? 


Mr. PaarLBera. This is a matter that the legislative branch of the 
Government discussed. 

Senator Symineron. And would you explain that a little further, 
please. 

Is it all right for me to ask him to explain that a little further, Mr. 
Chairman? 

Senator HoLuanp. Surely; that is within your right. 

Mr. Paarrieera. The legislative branch of the Government c: cides 
what sort of action programs if anything shall be brought into being 
in order to improve the well-being of agricultural and nonagricultural 
people, and they must decide how much to spend in the area, as con- 
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trasted with this area. These are value judgments that are very 
difficult to reach, that they reach in accordance with their own ideas 
as to what constitutes the worthwhile things of life. 

Now, my own view of this, if you desire to have it, is that rural 
people are to a degree disadvantaged economically, and that they are 
deserving of substantial help from their Government in meeting 
economic problems that they could not meet on their own. 

Now, the exact numbers involved, and the exact nature of the pro- 
visions, of course, is a detailed thing. 

Senator Symineton. Now, you said here, you told Senator Hum- 
phrey that all commodities in which labor is a major part have gone 
up. Isn’t labor a major part of agricultural production? 

Mr. Paartperc. | meant employed industrial labor, Senator. 
And I think I should qualify that, not all of them, but the majority 
of them, I believe that is true. 

Senator Symincron. Do you believe that anybody works harder 
than the farmer? 

Mr. Paarueerc. I know the farmer works hard; I have been a 
farmer myself for a good many years, during the depression, and I 
worked hard and I know farm people work hard today. They always 
have. I think that they produce the most vital commodity that we 
have in this country;-namely, food. They work hard at producing it, 
they do a marvelous job of it. They have given us the best diet we 
have ever had at the lowest percentage of our income we have ever 
had, they deserve, certainly, the sympathetic consideration of this 
Government. 

Senator Syminctron. Let me ask the question again, will you, be- 
cause I want to know what you think before I decide. 

I asked the question, do you believe anybody works harder than 
the farmer? 

Mr. PaarLBerG. Well, 1 don’t have adequate information to answer 
that question, as to whether a worker in a steel mill puts out more 
ergs of energy than the average farmworker, I don’t know of any fac- 
tual information that is available to answer that question specifically. 

Senator Symineton. What do you think about it? 

Mr. PaarLBerGc. Well, I think the farmer works hard, and I think 
there are some other groups that work hard physically. I think the 
farmer in addition to working hard physically has got to make deci- 
sions that are tough to make, I think he has got to have a wider 
range of skills and more physical ability than about any other person 
of comparable situation in the country. I know this of my own 
experience. 

Senator Syminaton. I came out of the steel business. When I was 
in the steel business, my father-in-law was a farmer. They worked 
7 days and often nights a week. They often plowed at night especial- 
ly in the depression years. 

A steelworker works hard, but he works a 40-hour week. Any- 
thing above that he gets overtime. I have never seen, except in rare 
occasions a steelworker working on Sunday, because we are seldom 
up to our steel capacity. Now, with those premises would you think 
a steelworker works as hard as a farmer does? 

Mr. PaarteerGc. The farmer producing wheat out in the Great 
Plains works very hard at seeding time, very hard at harvesting time, 
and then he has slack periods. What about the total physical out- 
put over the 12 months? I don’t know the statistics. 
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Senator Symineron. Mr. Chairman, I won’t pursue the question. 
Now, we have had many definitions of the family farmer. What 
would be your definition of a family farm? 

Mr. Paarusera. I would say a family farm would be a farm for 
which the bulk of the labor and the majority of the managerial deci- 
sions and a substantial part of the capital were supplied by the farmer 
and his family, that would be my definition of it. 

Senator Symineron. Would a 10,000-acre ranch operated by a 
family be a family farm? 

Mr. Paar.teere. By my definition it would be. 

Senator Symineron. Would an 80-acre farm in which all the farm 
labor and resources were supplied by the family also be a family 
farm? 

Mr. Pearteere. By my definition it would be. 

Senator Symineron. If the 10,000-acre ranch did not supply the 
family with an adequate standard of living, would it be a family farm? 

Mr. PaariperG. Whether you wish to introduce as one of the con- 
cepts in the definition, the level of return is a very, very important 
point. 

I did not in my definition—in any definition I didn’t set up any 

articular level of income as one of the criteria of whether or not it 
is a family farm. 

Senator Symineron. My staff assistant tells me that the Secretary 
has said that part of his definition of a family farm is a unit. that 
makes an adequate standard of living, and that was the reason for 
my question. 

Another reason I was interested in whether you thought there were 
too many farmers on the land was because in my statement we have 
lost a good many farmers, and many people have quoted you about 
the dream world in the statement. Also we have lost 470 and 600 
farm families in the last 4 years, 4 to 5 years. The reason that I was 
anxious to have your opinion is, I want to know if your policies are 
designed to eliminate the submarginal farmer from the land. 

Mr. PaaruperG. Certainly not. 

Senator Symineron. And the family-sized farm, because that is 
what has been going on. 

Mr. Paar.BerG. This is certainly not the case. 

Senator Symineron. And when you made your speech to the 
Interorganization Committee on programs for rural growth, at the 
National Grange Building in Washington, on February 7, and asked 
the question yourself, naturally many people were interested in what 
your thoughts were as the leading economist in the Department, and 
many people would be even more interested in what your thoughts 
were if you were given this broad managerial power as the result of 
this con?’emplated appointment. 

Mr. PAarRLBeRG. Well, my answer would be in accordance with 
what I have previously indicated. Our purpose is to provide these 
people at the lower levels of income—and there are large numbers of 
them in agriculture—provide them with a wide range of opportunity 
both inside agriculture and outside agriculture—a number of doors of 
opportunity that they could open, 

Now, depending on their own decisions as to the desirability of 
rural life as compared with urban life or part-time farming, they them- 
selves would make a decision as to what is best for them and they 
would then bear the responsibility for that decision, 














32 NOMINATION OF DON PAARLBERG 


Now, in the past years, large numbers have made the decision to 
supplement their farm incomes with the income from nonfarm re- 
sources, and large numbers have decided to transfer out of agriculture 
to urban employment. 

Senator Symineton. Now, in a speech which you made, you said: 
There is little evidence that agriculture is going to pull us into a depression, as 
sometimes loosely charged. 

That was delivered in Massachusetts in 1955, on August 12. 
Fifteen months later in my State you said: 

If the farm segment of the economy is not prosperous, the Nation cannot long 
remain prosperous. And certainly today, the farmers of the Nation on the 
average are not prosperous by any reasonable set of relative standards. 

If it is true that the farmer is not prosperous, do you still feel that 
the farmer might pull us down into a depression? 

Mr. Paarupers. I think there i is less Jikelihood of that presently 
than there was in earlier years. I think that the safeguards that have 
been written into the economy seructure-+-thiat these helped provide 
stability that wasn’t previously there, and as farmers become less 
numerous, relatively, they are less important as one of the economic 
determinants of the overall level of economic activity. 

I do not think that under present circumstances the farmers are 
likely to pull us into a depression. However, if we were to have 
severe and prolonged distress in agriculture, this would be, I think, a 
very grave matter with respect to the overall level of the economy, 
and something that we should take strong measures to prevent or to 
correct. 

Senator Symineron. Do you think that one of the reasons that it 
would take a prolonged depression to seriously affect the economy is 
that whereas the farmers are now cut to 13 percent of the total 
population, they are only receiving 6 percent of the gross national 
production. 

Mr. PaaruBerG. This ratio is about the same ratio that prevailed 
prior to World War I. ‘The per capita income of farmers relative to 
per capita income of nonfarmers 

Senator Symineron. It is very difficult for me to follow your 
answers. I am sorry if in any way you thought I was trying to bully 

ou. 

? But when I ask a question, and you know much more about the 
subject than I do, you don’t answer it in a direct way, I can’t 
understand what you are trying to say. I don’t know what the past, 
in World War 1, has to do with the question I just asked. I said, 
“As much of the population was down to 13 percent, the farm 
population, but 6 percent was the total that the farmer was getting 
of gross national production at this time, did you think that that would 
be one of the reasons that a farm depression might not be conduci ive 
except over a long period to a general depression, you see.’ 

I don’t know what the figures were beyond World War I, so the 
question I would think is a relatively simple one to answer; is it a 
fact that the farmer today gets so little of the gross national produc- 
tion the reason why you think it would take a longer farm depression 
than the present one for him to have a major effect on the overall 
economy? 

Mr. Paartperc. Well, I think—I would like to make the statement 
as simply as I can, and yet clarify the point. My answer will be “‘Yes,”’ 
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and then I will make the proper qualification. The percentage of the 
national income going to agriculture is presently about as you have 
stated it. 

In past years it was much larger. Now, the fact that it is diminish- 
ing relatively means, | think, that economic difficulties in agriculture 
would not be as grievous for the entire economy as was earlier the case. 
So that is the reason for my direct answer, yes. Now, the qualifica- 
tion I want to make is this, that the 6 percent of the income going now 
to 12 percent of the people is about the same ratio as prevailed 40 years 
ago, when about 15 percent of the income went to about 30 percent of 
the people. 

Senator Symrneion. Well, I think that is a good answer, and I 
thank you for it. Now, you have stated that farmers must make a 
decision whether to stay on or leave the farm. 

Mr. Paartpera. Yes, sir. 

Senator Symineton. Haven’t there been some policies that reduced 
that choice to either getting off the farm or being in want? 

Mr. Paartpera. I don’t believe so, Senator. The movement of 
farming people to the cities has been going on ever since the beginning 
of this country. It proceeded at a very rapid rate during and after 
World War Il. The most rapid rate of movement of farms was in 
the years immediately preceding the Secretary’s assumption of author- 
ity in the Department of Agric ulture. So I don’t believe that on the 
basis, either of what has happened ot what has been advocated, that 
would support a statement that people have been forced off farms by 
the Secretary of Agriculture. 

Senator Symineron. By the policies of the Secretary? 

Mr. Paan.teere. By the policies of the Secretary of Agriculture. 

Senator Symineton. Now, in 1956, farm per capita income was 
$601. The added income from nonfarm sources to that was $301, 
for a total of $902. 

Of course these are averages, which means that other people are 
getting a great deal less than that 

Mr. PaartBerc. Many of them, much less. 

Senator Symrneron. In fact, in my State we have quite a few 
counties where the average gross farm income per farm in the county 
in question is less than a thousand dollars a year. 

Mr. Paartpera. | know that. 

Senator Syminetron. Do you think that anybody can support a 
family on the basis of that type and character of income, today, with 
the present value of the dollar? 

Mr. Paar.percG. | do not think that the farming people, those at 
the lower end of the income ladder, are receiving sufficient income for 
the level of living that we should have in the United States for all 
citizens. 

Senator Syminetron. Would you not say those are below even the 
averages, let alone the low side? 

Mr. Paartsere. The average is about half the level for nonfarm 
people. 

Senator Symineron. No, it is quite a little less than half. The non- 
farm income is $2,018. The farm income, including income from 
other sources, is $902. Without that nonfarm increase of $301, it is 
about a third, actually considerably less than a third. 

Mr. PAartBerG. It is certainly low, and that is a grave matter. 
And it is one to which I think we should increasingly turn our atten- 
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tion. There is a grave problem of rural poverty of which perhaps we 
have not spoken sufficiently. 

I saw a statistic the other day that impressed me. 

We have in agriculture 13 percent of the population, yet 30 percent 
of the people of the United States with incomes of less than a thousand 
dollars are in agriculture. 

This means that the problem of rural poverty in the United States 
is concentrated to a considerable degree in agriculture, and it is a 
grave problem, to which we should, I think, increasingly turn our 
attention to develop programs suited to the needs of these people 
who are really at an economic disadvantage. 

Senator Symincton. Mr. Paarlberg, I cannot question you more, 
because I must go. But I would like to make a statement repre- 
senting the farmers in my State. They are unhappy about some of 
the remarks vou have made as an economist. They believe that your 
approach to the farm problem is primarily one of graphs and charts 
and statistics, based on your statements over the years. 

They would like to know more based on some of the statements 
you have made about your philosophy with respect to this whole 
farm picture. They know that wage averages between 1952 and 
1956 are up 22 percent; and corporate profits, after taxes 33 percent; 
that the New York stock market common stock price index is up 77 
percent; and yet they know that annual farm net income including 
normal inventory adjustment is down 30 percent. 

They believe there is too much philosophy in this whole operation 
of the Department of Agriculture, and too little practical effort to 
help the increasing problem of the farmer at least as it is developing 
in Missouri. 

I cannot speak for other States. 

Thank you for your courtesy in answering the questions. 

Mr. Paaruperc. Thank you all for making it possible for me to be 
here on Saturday, which is to me a great convenience, I express my 
gratitude to you. 

Senator Humpurey. May I ask a few more questions? 

This is just a matter of information. 

You have defended in a recent speech to the Illinois Bankers Asso- 
ciation—not recent, about a year and a balf ago, February 23, 1956 
as—- 
bold and imaginative the farm program outlined to Congress by President Eisen- 
hower on January 9, 1956. 

The administration wishes to continue a flexible support plan that was initiated 
in the 1954 Farm Act. 

Do we wish to move toward more flexible supports, Paarlberg told an audience 
of 300 persons, or return to the very program that has been responsible to a large 
degree for building up the surplus for farm production? 

Dr. Paarlberg, what is so imaginative and bold, No. 1, about the 
program? 

And if it is imaginative and bold, why is it that the Secretary of 
Agriculture is now running all over the country saying that we have 
to have a new farm program? 

And thirdly, if the flexible supports are so good under the program 
of 1954, why is it that the Secretary is now stating that the problem 
is that under the flexible support program when supplies come down 
you have to raise the support price, and therefore you want to get rid 
of it? 
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Now, I think that is three questions—I will start out with No. 1, 
the question is why it is bold and imaginative; No. 2, if it is bold and 
imaginative, why do you want to scrap it? 

And the Secretary spoke right in the city of Minneapolis saying 
that we had to have a new farm program, that the old one would not 
work; No. 3, that if you believed in the flexible support program in 
1944 and 1956, why is it now that the Secretary, particularly relating 
to cotton, pointing out that the supplies of cotton are beginning to 
be diminished, but now he is in that terrible position, according to 
himself, of having to raise support prices because the supply is down. 

Mr. Paar.Bere. | think that the bold imaginative elements in the 
ees recommendations of 1956 had to do chiefly with the soil 
bank. 

Senator HumpHrey. Pardon me, if I may interrupt, to say I placed 
in the record here on several occasions reports from the Bureau of the 
Budget and the Department of Agriculture saying that the soil bank 
was unworkable, unmanageable, led to inefficiency, too expensive, and 
about half a dozen other things. 

I recall vividly, I had three letters from the Bureau of the Budget 
and the Department. I would be glad to make them available to vou. 

Mr. Paarupere. I feel, sir, that the proposals were bold in the light 
of the estimated costs. 

Senator Humpurey. I would not say it takes boldness. It seems 
to me it would take a certain amount of irresponsibility. There is a 
difference between the two. 

Mr. Paartewra. Well, it was a new and striking and expensive 
venture, and a departure from what had previously been advocated. 

Now, maybe “bold and imaginative” are not the proper adjectives, 
but I think that is what was in mind in the phrase that you read. 

Senator Humpurey. I am familiar with this terminology, Mr. 
Stassen used it for 10 years in Minnesota, every time we had anything 
new it was bold and imaginative, and then it became forthright. 
But I would not argue about those adjectives. I will presume that 
you are right that it was bold and imaginative, but I want to know 
why you want to drop it, after you have such a “wonderful and bold 
and imaginative program,’’ why do you want to get rid of it? 

Mr. Paaryperc. We don’t want to scrap farm programs, and the 
Secretary has said that on manv occasions. 

He has said that the act of 1954 with the provisions of flexibility 
in it was a step in the right direction, that it did have certain flexi- 
bility which was helpful in regaining markets, bringing about better 
adjustments of our abundant production capacity, but he has said 
that the degree of flexibility in the Agricultural Act of 1954 was limited, 
and that in the light of present and developing circumstances the 
flexibility is not sufficient for our needs, and that we should take 
another step—— 

Senator Humpurey. Downward? 

Mr. Paarupere. To provide more discretion in the establishment 
of price supports, and to provide more managerial decisions on the 
part of the individual farmer. 

Senator Humpnurey. I want to say most respectfully—and I shan’t 
burden you with it, because you are an honorable man, we can argue 
over observations, and opinions, but we cannot argue over facts. 
Facts are facts—I will say to you as friend to friend and man to man, 
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if you go back and examine the Secretary of Agriculture’s testimony 
before this committee in 1953, 1954, and 1955, and in 1956, you will 
find full, unqualified support for a flexible price support program 
between 75 and 90 percent of parity. 

There was no indication that he was going to be advocating from 
zero to 90, is that right? 

Mr. Paarteure. I remember hearing him asked—whether it was 
in this committee or the House committee I don’t know—at the time 
that legislation was presented by the administration, ‘does this 
represent now your final and ultimate recommendation; is this the 
thing that is really going to meet the needs of agriculture?” 

And I remember hearing him say that—— 

Senator Humpnrey. That must have been a planted question, may 
I say, because anybody that would ask that question was a man that 
obviously did not want to take a look at the records of history. 

Mr. PaarueereG. It was Tom Abernethy, I think, that asked the 
question. 

Senator Humpurey. I have not read his question, but go ahead. 

Mr. Paar.teere. And the Secretary of Agriculture, as I recall, said 
that this represents the best recommendation that we can make under 
present circumstances. However, agriculture is dynamic and chang- 
ing, and no farm program is ever written for perpetuity, and that we 
would continue to have the program under review and that if we had 
additional suggestions, they would be brought forward. 

Senator Humpurey. Well, Mr. Paarlberg, I am sure that when the 
Secretary made that statement he was philosophizing on these matters, 
but I want to tell you that whenever any of us asked him whether 
this was an effort to further lower price supports, we were told “No.” 
I have campaigned on the stump, and worked in this committee, and 
the Secretary of Agriculture has never indicated until this year, when 
he got to corn, that we ought to maybe just start opening this thing 
up from zero to 90 percent, and then he backed up and thought maybe 
it ought to be from 60 to 90 percent, depending on how much heat 
was put on. 

Well, it has not warmed up yet, but we will get back up to 75 to 
90 before we are through, I am sure. 

One other little matter—just a matter of information—lI was pleased 
with what you had to say with reference to Public Law 480. I think 
that your observations relating to Public Law 480 and the two price 
systems are meritorious. This committee ought to look into what 
you said from a constructive point of view. I understood that before 
you made a definitive judgment on the two price systems, since it was 
still in the stages of study, that you ought to consider the alternative 
of the price-support system along the lines that we have here, you did 
not indicate positively the degree of it, but along the present price- 
support system plus Public Law 480, which gives us a better export 
market due to dollar shortages in certain areas; is that correct? 

Mr. PaaruBperGc. My statement was that we would not move out 
very much rice with the two-price plan, unless we hooked it up. 

Senator Humpurey. With some kind of Public Law 480 operation? 

Mr. Paar.teerG. Whether that is desirable to have a double- 
barreled program for this one commodity I don’t know. 

Senator Humpurey. I want to say that I think that is a very fair 
statement and at the moment I feel there is considerable merit in 
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that, and I don’t think this point was brought up as we have dis- 
cussed the two-price system at the moment. 

Since I got involved in the poultry inspection in this committee, I 
want to ask you, if you have poultry inspection under your jurisdic- 
tion? 

Mr. PAaaruBerG. Yes, sir. 

Senator Humpurey. You are familiar with the pending legislation 
as to poultry inspection? 

It has cleared both Houses but there are some minor differences. 

Mr. Paarupera. Yes. 

Senator Humpurey. Under that poultry inspection I would hope 
that after you got the program in operation that you would really 
set up a separate inspection service for the poultry, and not to incor- 
porate it into the red-meat division; do you have any feelings about 
that? 

Mr. Paartpera. I do not at this time, I am not as familiar with 
that program as I should be, and as I will be, but I will certainly take 
under advice what you have said. 

Senator Humpnrey. | think if you consulted the records—and I 
am sure you will, and your associates—you will see that there was 
considerable concern here in the committee about it. 

Do you have ACP under your jurisdiction? 

Mr. Paar.eerG. No, that is under Mr. Petersen. 

Senator Humpnurey. Farm Credit is not under 

Mr. Paarteera. That is not under me, that is under Mr. Scott. 

Senator Humpurey. Public Law 480 is—and I am very much 
interested in your answers to Senator Thye, and in your answers to 
me—I hope that you will read very carefully the hearings that we 
have held here. They were held in the spirit of cooperation, not 
of condemnation. I think it is fair to say that they are constructive 
hearings. 

Mr. Paarteera. I shall study those. 

I have not been, with my other duties, as close to that as I would 
like to be, and as I shall be. 

Senator Humpnrey. Do you feel that Public Law 480 can be used 
for commodities besides those that are held in the Commodity Credit 
Corporation’s stocks? 

Mr. Paartpera. We have been so using it to a degree, I think we 
must be careful to keep the thing in balance, and keep in mind that 
the only natural intent is to pull down those accumulated surpluses, 
but we have been on occasions using it for commodities that the 
Government had not previously acquired. 

Senator Humpurey. I want to say this to you, again in a spirit 
of cooperation, that it seems to me that Public Law 480 can have 
a further effect over and beyond what it has so far, that by the timely 
use of it—and timing is terribly important—that you can bolster 
markets, thereby saving the Government a great deal in takeover, and 
also saving producers a tremendous amount. 

This would be true in fruits and vegetables and perishable com- 
modities. If you step in at an early moment, and make some strategic 
purchases which in turn are available for well-placed exports, you do 
two things: You prevent the Government from taking over larger 
quantities later on, and secondly, and more importantly, you bolster 
the domestic market at a time before it gets out of hand. 
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Senator Hotuanp. I think Senator Humphrey is exactly right on 
that. And I may say that I would go a little further. You can assure 
a situation under which the private traders can better supply the 
domestic market and better serve their own economy within reasonable 
bounds without ever coming to the stage where the Government 
itself will have to acquire any of the surplus production. 

Senator Humpurey. I think that is true. 

Mr. PaarLBerRG. That we have done. 

Senator HoLtanp. That you have done in a limited way in the 
citrus industry and in a larger way in connection with dried fruit. 

Senator Humpurey. They have done it with soy beans at times. 
I think you brought this up one time in the committee. And as we 
have discussed Public Law 480, it seems to me there is considerable 
merit, particularly in the light of keeping away from the Government 
taking over this surplus. 

This storage problem is becoming an ever more difficult one. 

Senator HoLuanp. In other words, we felt, and that position is now 
recognized by the Department, that a showing of a surplus amount in 
existence can be made without ever coming to the place where the 
Government itself must acquire it. 

Senator Humpurey. Exactly. 

In other words, surpluses do not necessarily mean surpluses in the 
hands of the Government, you may very well have surpluses de- 
pressing the market, where the producer is taking the full burden in 
this area, and not putting it on the Government at all. 

Mr. PaarRLBerG. We are operating, in the light of that decision, as 
you know. 

Senator Humpurey. Not to argue the point, because you have 
stated your case, and I have listened to my colleagues in their question- 
ing, the dependence of nonfarm people on agriculture is more than ever 
before, would not you say that? 

Mr. PaaruBerc. That is true. In one respect as farmers grow 
less and less numerous the reliance of the remainder of the economy 
upon them becomes proportionately greater, so in that respect the 
declining numbers mean not less importance but more importance to 
agriculture. 

Senator Humpnrey,. And it is also true that while farmers are not 
getting more at the present time in terms of the relationship of their 
income to the total gross national product or the national income, it 
is true, is it not, that farm income related to farm purchases has a 
tremendous effect upon the balance of the economy? 

Mr. PaaruBera. Yes, indeed, particularly in certain geographic 
areas, and particularly with respect to certain commodities like ma- 
chinery and certain fertilizers and so on. 

Senator Humpurey. | notice from our area that our employment 
people, for example, our fertilizer people are very much concerned 
about a drop in the farm income? I have here an address, an article 
of yours, in which you collaborated with Mr. F. A. Pearson and W. I. 
Myers. It was reprinted from Farm Economics. This was some time 
ago in 1946. I read the article a long time ago, and dug it out of my 
files recently. 

You were speaking in terms of methods of alternative proposals of 
price stabilization, you were relating your subject discussion here, to 


potatoes, as you recall, at that time? 
Mr. PaaruBerG. I remember. 
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Senator Humpnrey. Pointing out alternative proposals in order to 
stabilize potatoes at prices you said: 

The Nation’s program has been to fix the price of potatoes, the price of wheat, 
and the price of hogs without sufficient regard to their relationship to one‘another 
or to the factors that control the general level of food prices in the United States. 


In a free price system the price of potatoes is controlled in part by variations in 
the supply and demand— 


et cetera. 

And then you go on here to point out certain methods of obtaining 
a fair price: 

There is still another ehoice open as an alternative to a continuation of the 
present controls—the stabilization of prices— 
and to get away from your article for a minute, this is the concept 
which is being talked about more and more in and out of the Depart- 
ment. Let’s take a look at the farm income, not so much at the in- 
dividual commodity price, but the total farm income—now I go back 
to your article: 


Originally, the purpose of support prices was to stabilize farmers’ incomes. It 
was thought that the way to do this was to regulate prices, which are known to 
affect income. It has been learned by experience, however, that it is impossible 
to stabilize incomes by fixing the price and permitting production to vary. 

Incomes of farmers could be stabilized by cash payments when incomes are low 
and taxation when incomes are high. 


Another proposal is to make cash payments to farmers when their incomes fall 
below a certain percentage of national income, 

Such programs would not eliminate Federal action agencies, but their duties 
would be shifted to the allocation of income. 


Now some of this smacks of the compensatory payment plan, is 
that right? 

Mr. Paar.pera. That is right. 

Senator Humpurey. Without trying to take you over the traces 
here in terms of all the details of compensatory payment, what is your 
view relating to the desirability or the undesivabity or the feasibility 
or the unfeasibility of the compensatory payment or the production 
payment method of supporting farm prices and of supporting farm 
income? 

Mr. PaarueerG. Well, I think that—let’s talk first about com- 
pensatory payments in an economy that is essentially in a good state 
of health, like we have at present. 

Senator Humpnrzey. You are right. 

Mr. Paar pera. And then later we can talk about compensatory 
payments ip some other setting of very grave economic difficulty. 

Compensatory payments which assure farmers a fairly high return 
and remove the risk have a sharp effect in stimulating production, 
particularly so with the kind of technology we have presently. 

If you would assure potato farmers or hog farmers or wheat farmers 
that they would receive what they considered to be a pretty safe in- 
come and take all the risk out of it, with the new technology, the added 
production that you would induce would be very, very great. 

And this would have the effect in my judgment of driving the market 
price down very sharply. 

So that the size of the payments that you would have to make would 
be very great indeed. You might find that in order to keep your pay- 
ments within bounds that you would have to adopt all sorts of produc- 
tion controls to keep the thing from running away with you. 

I have a feeling that taking the risk out of price with production 
payments would, with our present technological potential, generate 
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very heavy supplies of production, and foree prices down to a low 
level. It would make necessary very large Government payments. 
With farmers a relatively small proportion of the population, the con- 
tinuation year after year of payments of such a magnitude might be 
a risky thing. Farmers might run the risk in a particular year of 
having this program suddenly sawed off. Then with their expanded 
production potential they might be in grave difficulty. 

This is my view. We have studied this in considerable detail. We 
have had and have our technical people reviewing not only this pro- 
gram, but many, many others. 

Senator Humpurey. I am going to conclude with this general 
thought, Mr. Paarlberg. 

It seems to me that there are a number of areas of our total agri- 
cultural program which are properly coordinated—I am not one that 
is worried about making some adjustments, and I don’t think you are 
either—that you can put together a program that will do considerable 
good for the economy of the Nation. 

I am very much impressed from my extended hearings that we have 
been having on Public Law 480 as to the role of Public Law 480 not 
only as a surplus disposal program, but as an adjunct or a supplement 
to a production adjustment program, a price support program, and 
learning how to live with an abundance program, because there is no 
way in the world you can really regulate production in agriculture, 
unless you can perform miracles, because nature has something to 
say about that, even the best production control. 

Therefore if we are really going to try to get any proper utilization 
of our food and fibers, we need to have some kind of use program, 
and a constructive use program, for our food and fibers. 

I think this is where Public Law 480 comes in, I don’t think we 
have really explored all of it, I recognize it has some limitations, but 
1 think they can be coped with. 

I am pleased with your attitude on 480 as you have expressed it, 
and I want to talk to you more about it and see what we can do to 
work together on that. 

On the reference to the price support levels, I think that this is 
something that needs to be talked about frankly and openly, and how 
it relates to a surplus use program, 

I am not one that believes that you need to just scatter to the 
winds what we have done, and I don’t think you are, and I think it 
would help put an end to it if the Secretary of Agriculture quit mak- 
ing these speeches about what we ought to do, because this is just 
stirring up a hornets’ nest. 

I think what we ought to do one of these days is get together in 
this committee room and evaluate all the programs we have, the 
production programs, the price support program, farm credit pro- 
gram, soil conservation programs—and | agree with my colleague 
Senator Thye, that we have to take a long-range look at our soil 
bank, soil conservation type of program, and not just jump quickly 
as from one pan into another—I am prepared to do that, but I am not 
prepared to have all this good methodical work going on when you 
have somebody out here with a blunderbuss banging every 15 minutes. 

Thank you very much. 

Senator Hotitanp. The committee will recess. 

(Whereupon, at 12:35 p. m., the subcommittee was adjourned. ) 
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TUESDAY, AUGUST 6, 1957 


Untrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE 
oN AGRICULTURE AND Forestry, 
Washington, D.C. 
The subcommittee met, pursuant to notice, at 10:15 a. m., in room 
324, Senate Office Building, Senator Spessard L. Holland presiding. 

Present : Senators Holland (presiding), Humphrey, Symington, 
Aiken, and Thye. 

Also present : Representative Charles Brown. 

Senator Hottann. The subcommittee will come to order. The sub- 
committee hearings will resume. 

Senator Symington ¢ 


STATEMENT OF DON PAARLBERG, NOMINATED TO BE ASSISTANT 
SECRETARY OF AGRICULTURE AND A MEMBER OF THE BOARD 
OF DIRECTORS, COMMODITY CREDIT CORPORATION—Resumed 


Senator Symineron. Thank you, Mr. Chairman. 

Dr. Paarlberg, according to the Department of Agriculture figures 
during the first 20 years of price supports, the net cost per citizen 
per year was 35 cents. In 1955 the net cost of price support per 
citizen per year was $5. In 1956, those rose to $6. In 1957, it has 
averaged $7 for the first 11 months. 

To what do you attribute this mounting failure? 

Mr. Paar.pere. Senator, I don’t believe I would characterize the 
experience of recent years as a failure. The considerable difference in 
cost per citizen is attributable, I think, in large measure to the fact 
that during the early years of this experience our accumulated sup- 
plies were moved, liquidated on two occasions as a consequence of war 
and on one occasion as a consequence of severe drought. 

These supplies were moved in a rising market at a time of scarcity 
and without substantial loss, and in some cases with substantial profit 
to the Government. 

In recent years our supplies, our accumulated supplies, have been 
moved at a time of peace, at a time of very great abundance, at a time of 
soft and declining prices, not only in the United States but throughout 
the world. As anyone who has had business experience knows, the 
financial experience that one has is vastly different in moving supplies 
on a declining market from what it is in moving them on a rising 
market. 

This, I think, is the chief difference in the cost between the early 
as compared with the later years. 
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Senator Symineton. Well, now, what do you think should be done 
to reverse this trend which has moved from a 20-year average of 35 
cents per citizen per year to a $7 per citizen average for the first 11 
months of this year ? 

Mr. Paaruperc. Well, one thing that I think should not be done 
would be to be bailed out by the same forces that bailed us out before, 
namely, severe drought or international conflict. I think, despite the 
losses that we have wg in recent years, that disposing of these 
products constructively at home and abroad, where they can be used 
wisely by peaceful people, that this is, despite its costs, a better solu- 
tion than we had during the early years of the program. 

Now, to the degree that these losses can be reduced, this certainly 
would be desirable. We are making every effort, as you know, to 
achieve as great a recovery as we can on the movement of these com- 
modities, 

But the investment has been made. We have the commodities. 
We cannot continue to hold them indefinitely. They are all perish- 
able to a degree. Move they must. And as much recovery as we can 
get from them, we must and do get. 

I don’t know, Senator, of any great modification of our present pro- 
grams that.could be adopted which would greatly cut these losses in 
the light of present economic conditions and still succeed in moving 
these commodities. 

Senator Symrnaton. Now, according to the most recent report of 
the President’s Council of Economie Advisers, all categories of income 
except. farm income were higher in 1956 than in 1955. Farm income 
was lower. 

Do you consider that this is in any way a responsibility of the De- 
partment of Agriculture? 

Mr. Paartpera. I think, Senator, that it is the Department of Agri- 
culture’s responsibility to do whatever can be constructively done to 
maintain and increase farm income. I certainly believe that. 

The figures that you give are correct when one takes account of 
changes in inventory. If one follows the practice that has been fol- 
lowed for many years in the Department of Agriculture, both by this 
Administration and its predecessor, of reporting the net: realized in- 
come, of farm operators, then in 1956 there was a slight increase over 
1955. 

Senator Symrneron. You realize, do you not, that as president of a 
corporation, if you reported a profit as a result of not adjusting your 
inventory, that. wou would be guilty in at least some States of not 
following the law ¢ 

Mr. Paar.perc. I realize that this is the case in much industrial ac- 
counting, and we supply, Senator, in the Department of Agriculture, 
the figures on income both adjusted and not adjusted for changes in in- 
ventory. But usually when the Secretary’s office makes a report on 
farm income conditions, we report net realized income, that. is, income 
actually received by the farmer, income that can be spent. This has 
been the customary thing for many years. 

Senator Symineron. I will not pursue that point, Doctor, but when 
1 used to run a company that was 49 percent owned by Sears, Roe- 
buck & Co. and 51 percent owned by the rest of us, the first question 
that. General Wood always asked was, “Is this profit that you have 
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shown me as your inventory value, as listed in your current assets as 
part of your working capital, a true cost or a false value?” 

Mr. PAarteerc. Yes, sir; I understand that. 

Senator Symineton. Now, my next question: 

Do you believe that any part of this drop in farm income is due 
te Government policies ? 

Mr. Paarteerc, Well, Senator, I think that certain Government 
policies resulted in this income being higher than it would have been 
in the absence of such policies, 

I do firmly believe that Government policies affect farm income. 
This is their purpose. I think that certain of our laws had a con- 
siderable effect on farm income. I think in the absence, for example, 
of Public Law 480 or in the absence of certain of our other legisla- 
tion, such as, for example, our Federal milk orders and certain of our 
support prices, in the absence of these provisions, income would have 
been lower than it in fact was. 

I think that perhaps, on the other hand, there have been Govern- 
ment policies which have resulted in reducing the income of farming 
people. 

T think there have been farm programs that have helped and farm 
programs that have hampered the income received by farmers. 

Certainly they have affected farm incomes. 

Senator Symineton. Would you yourself, Doctor, like to see farm 
income raised dollarwise and percentagewise ? 

Mr. Paartperc. I most certainly would, Senator. 

Senator Symineron. What would you do to that end under the con- 
ditions we face today ? 

Mr. Paartperc. Well, Senator, I think that many of the present 
programs are constructive and helpful and contribute to supporting 
and increasing farm income. I think that on the other hand there 
are some farm programs that have the effect, over time, of reducing 
farm income. 

To name a particular commodity, I think the program on cotton 
has restricted our output, that this has resulted in incomes being lower 
than they otherwise would be. And I think that modifications of our 
programs of production control and pricing would have the likelihood 
of increasing farm income, particularly after the elapse of a certain 
amount of time, after permitting us to win back certain of our markets. 

I believe, in a short answer to your question, that moving in the di- 
rection of more freedom on the part of farmers to produce and more 
freedom on the part of the market. to express the desires of producers 
and consumers, that this would have the result, particularly over 
time, of increasing farm income. 

Senator Symineron. Now, as I understand your answer to my 
question, you feel that some programs have caused farm income to 
decline? 

Mr. Paarvperc. Yes, sir. 

Senator Symineton. Specifically cotton. Would you care to men- 
tion any others? 

Mr. Paarteerc. Well, I would say that probably is the outstand- 
Ing SxAmD Ie, Senator. ' 

Senator Syminetron. You would not care to mention any others? 

Mr. Paartperc. I think that the case of cotton could well be docu- 
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mented. I think that with the others it would perhaps be somewhat 
more difficult to do so. I think that perhaps with corn the result has 
been to reduce income somewhat, to encourage competitive grains such 
as sorghum grains and to encourage the use of forages rather than 
feed grains. 

I think that—well, I would not be able to give a firm opinion with 
respect to some of the other commodities. These are very difficult 
matters to determine. 

As you well know, they are matters of judgment to a large degree. 

Senator Symineton. Now, during the past 414 years, the American 
farmer has experienced sharply defining parity, increasing costs, and 
declining net income. In the policies which have resulted in that 
situation, has the Department been following your policy recommen- 
dations as the chief economic adviser to the Secretary ? 

Mr. Paartsere. Well, my position has been that of analyzing from 
an economic standpoint various farm programs existing and proposed, 
and I have with the help of technical people in the Department made 
certain analyses, and supplied these to the Secretary and to his policy 
staff. 

Some of these analyses have, I think, been influential in the posi- 
tion that the Secretary and others have taken. Others of them, per- 
haps, have not been influential, or at least have been less so. 

I certainly would not be so presumptuous as to say that the eco- 
nomic analyses done in the Department of Agriculture under my 
leadership and responsibility have been primarily or even largely re- 
sponsible for the policy positions that the Secretary has taken. 

I will say, however, that most of the policy positions that the Sec- 
retary has taken have seemed to me to be appropriate, well consid- 
ered, and basically sound from an economic standpoint. 

Senator Symrneton. Could I approach it from another angle and 
ask you to give the committee any recommendations on policy that 
you have made which have not been accepted, and if so, what were 
they ? 

Mr. Paartnerc. Well, on a number of matters, Senator, our analyses 
have yielded results which have not been incorporated into the Secre- 
tary’s policy. I can’t very well give you detailed illustrations, but we 
have on occasion, for example, made analyses with respect to rate of 
inducement payments for the soil bank, recommendations which have 
been at least modified before being effectuated by the Secretary for 
what perhaps are very good reasons. 

My analyses have been primarily economic, and the Secretary, as 
you know, must take into consideration many other things, including 
matters of equity which are difficult to measure from an economic 
standpoint, in arriving at his decisions. 

We have made analyses of the effect on production and on consump- 
tion and on farm income, of various levels of price supports, and in his 
discretion the Secretary has sometimes announced price supports other 
than those which on the basis of our analyses might have been in the 
minds of some adjudged the most appropriate. As in the case of any- 
one doing economic analysis or anyone presenting an analytical report, 
‘hese reports are sometimes accepted, sometimes not accepted, and 
oftentimes modified. 

If my work coincided entirely with the Secretary’s view, I should 
think then that I would be superfluous because he would come out with 
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identically the same view that he would have had in the absence of my 
working these matters out. I think that some difference of viewpoint is 
likely to emerge when different people view the same problem. 

Senator Arken. Mr. Chairman, may we clarify a matter right 
there? : 

Senator Hotianp. Do you yield to Senator Aiken ? 

Senator Symineron. I will be glad to. 

Senator Arken. He said that he was responsible for the estimate of 
gross net farm income. Isn’t it a fact, after the congressional session 
in 1954, you estimated net farm income with quite a different formula 
due to the fact that the Congress of that year made several changes 
which affected net farm income on paper? I refer particularly to the 
act which permitted soil conservation practices which had previously 
gone into the farm books as gain on which a farmer had to pay taxes 
were permitted to be charged off as annual expenses. Non one knows 
what that would amount to. My guess would be it would be $300 mil- 
lion or $400 million a year. 

Then you recall the revision of the tax law that year permitting farm 
buildings to be written off in approximately half the time which they 
had had to write them off previously. 

Mr. Paarcperc. Yes. 

Senator Arken. Also a more rapid writeoff depreciation of farm 
equipment was allowed. 

Mr. Paariperc. That is true. 

Senator Arken. You will recall that the biggest increase in farm 
costs that year came in depreciation. It was a tremendous increase—I 
think $244 billion, roughly. The consequence was, it seems to me, that 
net farm income after the session of 1954 was shown as roughly, we will 
say, $1 billion less than it would have been had it been estimated by 
the formula which prevailed in 1952 and 1953. 

I have always thought that that should be explained better to the 
public, because it was a very decided contributing factor to the reduc- 
tion in farm income. 

Mr. Paartperc. One of the realities, as you indicate, Senator, in 
computing farm income is the legislation on the books which affects, 
as you indicate, the amount of taxes the farmer must pay and the rate 
at which farmers are allowed to calculate depreciation. We followed 
the policy of being realistic with respect to existing legislation in com- 
puting these figures. They change from time to time, and this does, 
as the Senator says, introduce some element of discontinuance in 
comparability of the figures. : 

Senator Symineron. If I understand what the able Senator is 
thinking about, it is accelerated amortization on farms. That is, in 
fact, what we are talking about. 

Senator Arxen. That is right. 

For instance, I believe that new farm buildings which were amor- 
tized over a 40-year period prior to the 1954 law were authorized. to 
be amortized in 19 or 20 years, That meant that depreciation, which 
is a substantial part of any farm cost, was doubled. The deprecia- 
tion on a tractor, I think, was cut approximately from 12 years to 6 
years, and nobody can tell for sure what that amounts to, but it is very 
substantial. It resulted in a paper showing of an abnormal drop in 
farm income, and so far as I know up to this day it has never been 
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thoroughly explained to the public as to why this abnormal drop took 
place. 

Some of it, of course, is due to drop in prices. We have to figure 
that in. But it was reduced abnormally because of this tax legislation 
and the change in the accounting for soil conservation work. Instead 
of being put down as income, it was put over on the other side of the 
line as an expense. 

Senator Symineron. Well, I thank the Senator for his typically able 
contribution. 

But, Dr. Paarlberg, in spite of these bookkeeping changes, you 
would not maintain that the farmer has been prosperous since 1954; 
would you ? 

Mr. Paartperc. No, sir; I would not. I find it difficult, however, 
Senator, to characterize agriculture as a whole. The parts of it are 
so diverse that I think if we are going to make really meaningful com- 
ments about the economic condition of agriculture, we have to discuss 
the various parts of it, the various commodities. These all differ. 
The economic experience of the commercial as compared with the part 
time, as compared with the subsistence farmers. 

The nature of agriculture is so diverse that it becomes difficult to 
characterize it in aggregate terms. 

Senator Syminoron. I understand that, and we are going to ask 
some questions later on about what you might call oases in the desert in 
the farm programs. 

Special agreements, or marketing orders which regulate production, 
for example, or of course any regulation of production regulates price. 

Mr. Paaruperc. Yes, indeed. 

Senator Symineton. For example, when the stainless steel people 
got a patent they could tie their teeth into, they made a very high profit 
per ton of steel as against the other people who were producing steel. 

Mr. Paarvperc. Yes. 

Senator Symrneton. However, if steel is necessary, or any crop is 
necessary, the payment on the part of the citizen of the additional cost 
is just as much there even if it isn’t reflected in taxes as it would be in a 
price-support program. That is something I would like to ask you a 
few more questions about later, if it is all right with you. 

Mr. Paartperc. I will be happy to answer, if I am able. 

Senator Symrneron. Getting back to the matter we were discussing, 
have you felt that soil bank inducement payments per acre are too high, 
or not high enough with respect to our recommended policies? 

Mr. Paarteerc. We will have a better opportunity to answer that 
question after the 1957 crop is completed, but we do now know some- 
thing about the sign-up on the acreage reserve program and I think 
that is a reasonable basis for answering your question. 

For the wheat program, we have achieved our objective in terms of 
acres, so that with that criterion, the payments were perhaps approxi- 
mately of the proper magnitude. 

Now, I do believe that this is true: That the drought in the South- 
west caused large numbers of people to enter the program, and this 
might not be true for the 1958 crop. But I think for the 1957 crop, 
the inducement payment for the acreage reserve program on wheat 
was appropriate. 
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On cotton, we didn’t get. quite as many acres as we had hoped for, 
and on that basis one might say that the inducement payment on cotton 
was not quite as large as it should be. 

On, corn, naming the three major commodities in our program, the 
amount of participation was to me, and I think to most people, surpris- 
ingly high, and I expect on that.pragmatic basis you might say that for 
corn the inducement payment was approximately correct. 

Now, whether with the different circumstances for 1958 the 
payments that were appropriate for 1957 would then be appropriate, 
this, of course, is a different matter. But on these three major com- 
modities, corn, wheat, and cotton, it seems to me that the Department 
has done remarkably well i in, by its analyses, naming a figure without 
previous experience, which figure induced approximately the desired 
degree of voluntary participation. 

I feel that we have really been either very fortunate or very 
astute, or perhaps to a degree some combination of the two has pre- 
vailed. 

Senator Symineron. Well, now, I think we will both agree that the 
farmer is in a cost-price squeeze. What do you think the Department 
should do, talking about overall farmers, in general, in the country, 
and not about the cases we'mentioned a minute ago, what do you think 
the Department should do to at least try to eliminate that cost-price 
squeeze ¢ 

Mr. Paar.eere. | think, Senator, that we ought to operate on both 
sides of this squeeze. I think we ought to increase, to the degree that 
we are able in a constructive manner, the price that the farmer re- 
ceives. I think we should also address ourselves to the rising costs 
that the farmer must pay. 

We have in operation programs with that intent. They may not be 
as fully effective as they should be. We are continually on the alert 
to see if there are additional programs that we can implement or 
modify, modifications of present programs that we could achieve, 
which would reduce the squeeze from both sides. 

To the degree that we can increase farm prices through support pro- 
grams, through promotion and improved marketing, through opening 
markets at home and abroad, to find an outlet for our abundance, that 
we do. To the degree that we can, by improving farm efficiency 
through research and extension, by reducing costs of marketing 
through various studies of improved efficiency, to the degree that we 
can do those things, we try to lower farm costs and reduce the squeeze. 

We continually are on the alert for new methods of achieving these 
purposes, or of making modifications of existing programs. 

Senator Syminetron. Now, some of us in the Congress favor a one- 
price system for basic crops which have a world market, instead of a 
two-price system. [Do you favor a one-price system ? 

Mr. Paarneerc. There are different types of one-price systems. 
There is the one-price system which is one price in a completely free 
market, and there is another one-price system which has a free market, 
and makes a supplemental payment to the farmer. And there is an- 
other sort of one-price system that has only one price, but endeavors 
through various methods of research and promotion and development 
of markets, to influence that price upward to whatever degree is pos- 
sible. So there are various types of one-price systems. 
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Now, I do not favor a one-price system which leaves the farmer 
without any protection from the free forces of the competitive system. 
I am not in favor of such a system. I think that the farmer lives in 
an economic world in which most other groups are able to combine 
forces in some manner, and exert bargaining power, and that the 
farmer is deserving of help from his government in meeting in some 
manner and offsetting to some degree the superior bargaining power of 
other groups with whom he must deal. 

I do not think, Senator, that a one- price system with a supplemental 
payment from the Gov ernment to bring the price up to a high objec- 
tive, that this would be a beneficial program across the board ‘for 
agriculture. I think that such a program would stimulate an ex- 
cessive output of farm products, and that the market would be de- 
pressed by this very abundant output, and that the payment that would 
1ave to be made to the farmer would be large, and would increase with 
passing time, and that this would make the farmer excessively sub- 
ject to annual appropriations from the Congress to bring his return 
up to the predetermined goal. 

And if, over a period of time such a program were in operation and 
if it pr oved to be very costly, as it ange W well, several things, I think, 
might well happen. 

One might be that the farmer would be subjected to severe controls 
in order to keep the costs within realistic bounds. Another would be 
that the Congress might grow impatient with such extremely high- 
level costs, and might throw out the program. 

We have made some estimates, some studies of such a program, 
and from our studies, the achievement of even what would be con- 
sidered rather moderate price objectives by some people would result 
in he cost approaching half the net income of agriculture. 

So I would not feel } personally that this w ould be a desirable sort of 
program for the rank and file of agricultural commodities. 

Senator Symincron. Mr. Chairman, I want to be fair. I am lost 
in that answer. Would the reporter, if it is in order, read the question, 
and then the reply. 

(The requested portion was read by the reporter, as follows :) 

Senator SyMINGTON. Now, some of us in the Congress favor a 1-pri¢e system 
for basic crops which have a world market instead of a 2-price system. Do you 
favor a one-price system? 

Mr. PAARLBERG. There are different types of one-price systems. There is the 
one-price system which is one price in a completely free market, and there is 
another one-price system which has a free market, and makes a supplemental 
payment to the farmer. And there is another sort of one-price system that has 
only one price, but endeavors through various methods of research and promo- 
tion and development of markets, to influence that price upward to whatever 
degree is possible. 

Senator Symineron. As you know, I introduced a cotton bill which 
has received wide support from the American Cotton Producers 
Associates, the New York Cotton Exchange people, the New Orleans 
Cotton Exchange people, millers and manufacturers of textiles gen- 
erally thr oughont the country, labor representatives of the textile 
workers, cotton shippers, as well as a very large number of the cotton 
farmers themselves. This bill would allow cotton to be priced com- 
petitive with synthetic fibers and at the world market level. 

The other point is that at the same time this bill protects the in- 
come of cotton producers, it also offers to the consumer the benefits 
of lower priced cotton goods. 
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Therefore, I am surprised that the Department would not support 
a proposal as economically sound as this one appears to be. 

(A further portion of the answer was read by the reporter as 
follows :) 

So there are various types of one-price systems. 

Now, I do not favor a one-price system which leaves the farmer without any 
protection from the free forces of the competitive system. I am not in favor 
of such a system. I think that the farmer lives in an economic world in which 
most other groups are able to combine forces in some manner, and exert bar- 
gaining power, and that the farmer is deserving of help from his Government 
in meeting in some manner and offsetting to some degree the superior bargain- 
ing power of other groups with whom he must deal. 

I do not think, Senator, that a one-price system with a supplemental payment 
from the Government to bring the price up to a high objective, that this would 
be a beneficial program across the board for agriculture. 

Senator Symineron. I would like to ask a question there. Does 
that mean that you believe that any compensatory payment is basic- 
ally unsound ¢ 

Mr. Paarteerc. No, sir, I do not. I was talking about a program 
across the board. We have an incentive program for wool, as you 
know. 

Senator Symineron. I understand that is in order to increase pro- 
duction. 

Mr. Paarteerc. That is correct. 

Senator Symrneron. For example, my cotton bill itself has to do 
with a one-price system with compensatory payments. 

Do you feel that bill is sound or unsound ¢ 

Mr. Paarteerc. Well, I would agree with the testimony given be- 
fore this committee by Mr. McLain, which you no doubt heard. He 
indicated opposition to a program of this type. I think that his 
reasons were that a program of that sort would result in excessive 
stimulation of cotton production, that it would be very costly, and 
the combination of high cost and stimulated production would lead 
very likely to strict controls for cotton producers, and that it would 
not be a step toward greater freedom on the part of farmers to make 
decisions on their own farms. 

My view would concur with his. 

Senator Symineron. Now, you mentioned a phrase there, “strict 
control.” No control isa control unless it controls. 

Mr. Paartperc. That is correct. 

Senator Syminerton. Is that right? 

Mr. Paarteere. It is not an effective control unless it really accom- 
plishes its purpose. This is certainly true. There are varying degrees 
of control, partial control and complete control. But in general, I 
would agree with you that in order to be a control, the program would 
have to control. 

Senator Symineron. I know we spent $179 million of soil bank 
money to get less corn, and ended up with 220 million more bushels of 
corn. 

It would seem to me that that wasn’t a strict control, or a loose con- 
trol. It just wasn’t a control. 

Senator Arken. Would the Senator yield right there? 

I might say this question of controls probably goes back to the time 
when Secretary Brannan advocated the production payment system 
of supporting farm prices. In the bill which he proposed there was 
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a provision that each farmer, in order to get any supports whatsoever, 
must use all his land—I forget the term—in a sound, businesslike man- 
ner as approved by the Secretary of Agriculture. I think probably 
that proposal comes up in one’s mind when he considers controls, be- 
cause those would be very strict controls, not only over the land which 
was used in producing the particular commodity, but all the rest of 
the farmer’s land as well was involved. We might not have it in the 
first bit of legislation, but we would inevitably come to it in order 
to make the production payment system work. 

Senator Symrneron. I thank the Senator. To me the business of 
farming is not too different from the business of other industries. 
For example, if in supporting a commercial airline you gave them 
money that they had to reflect in additional price of tickets, it would 
make them less competitive against other forms of transportation. 

It seems to me logical that we do what we do, namely, slip a little 
cash to these airlines out of which they pay their costs, and also pay 
dividends to their stockholders. 

Now, if I may just finish the thought, it seems to me that that is 
what might be called a compensatory payment. The airline is paid 
so much cash. If it is in the form of mail subsidy, it doesn’t reflect 
itself in the cost of tickets, and therefore doesn’t make the airline 
noncompetitive to buses or to railroads, 

Therefore, I would think that it would be more logical to have a 
one-shot payment in the form of a compensatory payment, in the busi- 
ness of farming, just like in other business subsidies, and in that way 
you don’t force the handler or the worker of the product in question 
to reflect the support from his government in the price of the product 
in question. 

Senator Arken. Yes. What you say in regard to the subsidization 
of the airlines, Senator Symington, is undoubtedly true. But in the 
ease of air transportation as in the case of wools, we were dealing 
with shortages. We were trying to encourage adequate air —. 
tation, whereas in the case of cotton and corn you are dealing with at 
least temporary surpluses. I think a subsidy is almost always justi- 
fied when the subsidy is made for the purpose of fulfilling an urgent 
need. 

Mr. Paareerc. I would agree with the Senator’s statement, Senator 
Symington. 

Senator Symineron. Thank you. 

Now, on the one-price system, I think, Mr. Chairman, in the interest 
of getting on with it, if the Chair approves, we will not have the rest 
of the question repeated. 

You stated that in the question of wool you felt compensatory pay- 
ments were justified, and we are attempting to get production. I 
notice that last year we got less wool production, and there is probably 
a reason for that, but is there any product where you feel compen- 
satory payments are justified in addition to wool ? 

Mr. Paarweerc. I think if there is another commodity for which 
additional output is needed, in the public interest, and if the market 
forces are not bringing this about, then such a program would be justi- 
fied. As you know, however, Senator, we are in an abundant supply 
position for practically all agricultural products, and I do not think, 
I doubt if a study would reveal any significant number of additional 
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commodities for which an incentive program would be desirable in 
order to bring about higher production. 

Our problem is rather one of the other kind. 

Senator Hottanp. May I intervene right there? 

It seems to me that the sugar program, while it doesn’t fall under 
the same pattern as what we have been talking about, is another one 
where the legal approach has been to maintain a needed high level 
of domestic production, not nearly adequate for our needs, but to be 
available as against all kinds of difficulties that we might foresee in 
the future. Is that your idea? 

Mr. Paarveerc. Yes, sir, I would agree that that is similar to wool. 

Senator Humpurey. Would the chairman permit me to say a word 
on that ? 

Senator Hotianp. Certainly. 

Senator Humpnurey. I want you to know that the people in our 
State can produce three times as much sugar as we are producing if 
you will just let them. We have quotas on our production. The pay- 
ments are made to kind of stabilize a consumer price which is, I think, 
a pretty good idea. 

Senator Hotianp. That is true in our State. We coald greatly in- 
crease our sugar production, but we could not, taking our sugar in- 
dustry as a whole, continue it at its desired level, much less increase 
it to a much greater level, without increasing the cost to the con- 
sumer very greatly. That is the reason for the program, as I under- 
stand it at least, to keep a sustained volume of production as a mini- 
mum for the needs of our country under all kinds of circumstances, 
considering what nondomestic sugar we can get, and also to make it 
possible for our producers to continue in business in competition with 
cheaper production offshore. 

We are trying to do those two things, as I understand it: protect 
both consumers and producers, and at the same time protect the Na- 
tion with sustained production here which we regard as a minimum 
of domestic supply regardless of what may confront us. 

Senator Humenrey. Isn’t it the truth that we are trying to protect 
Cuba? Iam not saying that is not a good idea. 

Senator Hotitanp. No. We are trying to protect ourselves. Our 
producers and the cane producers in Cuba and other offshore areas 
who can produce more cheaply than we do are involved im three dif- 
ferent things: the price of sugar to consumers, the satisfactory con- 
tinued existence of sugar producers in this Nation who will produce 
not nearly all we need, but about half, and third, the maintenance of 
a source of supply off shore which will supplement our normal needs. 

We have had the need of the Nation, the need of the producers, 
and the need of the consumers all in mind. Perhaps we haven’t done 
a perfect job, but those are the three objectives which we have tried 
to preserve, and we haven’t ever faced surplus production domesti- 
cally, which has compared with our situations in these other fields. 

Senator Humeurey. Well, I just respectfully dissent. I agree with 
the objectives that you state on the sugar program, but I also say 
that the reasons for the payment on the sugar program are not be- 
cause there is a shortage. There is no shortage of sugar. I have seen 
sugar stacked up in the warehouses in Minnesota when they couldn’t 
even buy it. Even when they have the bottling works within my State 
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within 5 miles of a warehouse, and couldn’t get it. I know that to be 
sure. I know what happened. They overused their quotas. 

Senator Arken. That was not the rule. I think that was the 
exception. 

Senator Humenrey. I know it. But there have been no shortages 
of sugar beets in my part of the country. My people are screaming 
and hollering because they can’t produce more. 

Senator Hottanp. There would be a shortage of sugar producers 
in the Nation, including both beet and cane, if there wasn’t some legal 
program which intended to put them on a parity with offshore pro- 
ducers. 

Senator Humpurey. I agree. All I am saying is that there is a 
difference between the wool payment program in which there is a di- 
rect shortage of wool, and the sugar program in which you try to 
maintain a balanced price structure all the way through by this pay- 
ment system. 

Senator Hotianp. The world supply of wool and the world supply 
of sugar are neither short. What we have tried to do, as I understand 
it, has been to allow the domestic production of both of those very 
necessary commodities to continue on a sound basis for the good of 
the Nation. And that has been the principal objective in both pro- 
grams. 

Senator Arken. I think it also true, Mr. Chairman, that if the price 
of the imported sugar were not so regulated as to not cut under the 
American producer, there wouldn’t be the great demand for produc- 
ing more sugar in the United States that there is today, because in the 
program you do hold the price to the American producer at a profitable 
level, and that makes him want to produce more. 

The State of Maine would like to go into the sugar business, but has 
been unable to up to the present time. 

Senator Humpnrey. But you do find out that a payment program 
on sugar will work and the farmers will abide by quotas; right ? 

Senator Aiken. Well, we have got the international situation, too, 
and I think the Senator from Minnesota is correct when he says we 
do attempt to stabilize the economy of Cuba, and formerly the Phil- 
ippines, 

Mr. Paarteerc. Wouldn’t it be true that in the case of sugar the 
import quota is perhaps more effective than is the payment program 
to producers, and is probably more influential in raising the returns 
per ton of beets or per ton of cane? In that respect it differs from 
wool. They are different commodities. 

Senator Symrnaton. May I proceed, Mr. Chairman? 

Senator Hottanp. Yes. Did you want the reading to continue of the 
earlier testimony ¢ 

Senator Symineron. No. I suggested to the Chair that we not do 
that, in the interest of saving time. 

But, Dr. Paarlberg, you talked about cotton this morning several 
times, and frankly cotton is something that I know more about than 
I do sugar or cs and you talked about the cost of the compensatory 
price systems. 

As we figure it, the cost of our bill based on the report from the De- 
partment of Agriculture would be less than the cost of the cotton 
legislation last year, the cost of $425,417,627. These are the analyses 





wena ime 








NOMINATION OF DON PAARLBERG 53 


of prograni results, and this is the fiscal year 1957, through May 31, 
1957, $425,417,000, 

Mr. Paar.perc. Excuse me. 

Senator Symineton. May I just finish ¢ 

Now, we figure a cost in our program of $582 million. But that in- 
cluded $ $200 million i in the soil bank, and, as you probably know, cotton 
farmers, the smaller ones, are getting desperate, because their acreage 
is being cut down toa point that on any basis it is pretty hard for them 
to make a living. 

So actually my bill would cost a great deal less in the estimate of 
your own Department than the cotton program cost last year. 

Mr. Paarteerc. The cotton program last year, Senator, was par- 
ticularly costly by virtue of the fact that we liquidated some of our 
holdings. By our methods of accounting, these losses show up when 
the commodity i ismoved. And so the high cost which you cite for this 
past year’s operation is to be attributed, ,T think, not to one particular 
year’s operation, but to the fact that in that particular year we moved 
a very large quantity of cotton that had accumulated over a period of 
time, and showed on our books the loss experienced from that move- 
ment. 

I don’t believe that the figures you cite are strictly comparable. 

Senator Symineton. I do know that the cotton people at all levels 
are desperately anxious to have a bill of this character go through. 

They want to see cotton more competitive with synthetics, and also 
under the current law, unless something is done quickly, they recognize 
that the evil cycle of heavy additional surplus is going ‘into effect. 
That is why I have been disappointed that the bill which was care- 
fully designed to reduce those surpluses has now been rejected by the 
Department. 

Now, would you agree in any case that if possible we should have 
cotton legislation now instead of waiting another year? 

Mr. Paaruperc. I think it would be desirable to have cotton legis- 
lation as early as it could be enacted. I think the economic position 
of cotton has become very serious. I recognize, however, Senator, the 
difficulties of trying to get cotton legislation still this year. And I 
think, in concurrence with most other people, that the 1958 legisla- 
tive year is as soon as we are likely to see substantial changes in cotton 
legislation. 

I do believe it would be desirable, if it were possible to do so, to get 
that legislation still in this session. I see very few signs that this would 
occur. 

Senator Symrneron. Well, I think I know about that problem. I 
was talking about the economics of it. Let me rephrase my question 
this way: If we don’t get that legislation, aren’t we certain to have 
more surpluses next year in cotton ¢ 

Mr. Paartperc. Well, this would depend, of course, on many factors, 
on the crop, and so on. But I think it would be desirable from an eco- 
nomic standpoint, answering your question, to get cotton legislation 
prior to the December referendum when farmers will vote on a pro- 
gram. If no changes are made, they will vote on the present program, 
and then a commitment will have been made which will make it ex- 
tremely difficult to make a change for the 1958 crop, you see. 

After farmers voted in a referendum on what kind of a program 
they want for 1958, and the alternatives being offered in the existing 
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law, then any legislation enacted even early in 1958 could hardly set 
aside the referendum of the farmers. This would probably delay by 1 
year an effective change in cotton legislation. 

Senator Symineton. Now, I can see by the answers to the questions 
that you have studied this problem and I would appreciate your telling 
the committee, inasmuch as you have great weight in the Department, 
what you think should be the cotton legislation if we could get any 
legislation this year, and why. 

r. Paarteerc. | thing the legislation should be of such a nature as 
to permit more discretion on the part of the Secretary in establishing 
the level of price support. I think it should be of such a nature as to 
allow the farmers more freedom to make decisions of their own with 
respect to the amount of cotton they would produce. This would 
mean some freedom from the present restrictive nature of production 
controls. 

Now, we have studied these matters in some detail in the Department. 
We have made specific recommendations to the Congress, to this com- 
mittee, and to the House committee, with respect to the former, namely, 
more discretion in the establishment of price-support levels. We have 
not as yet made a specific recommendation with respect to the latter 
phase, namely, how to ease up on the production controls which we 
presently must apply to cotton producers. 

This second matter is under continuing review in the Department. 
We will be in position by the next legislative year to make recom- 
mendations to the Congress regarding it. 

Senator Symincton. Well, am I wrong in believing that you have 
made two recommendations already ; two alternates? 

Mr. Paartpere. There are two alternatives. 

Senator Symrnetron. The Secretary having the privilege to set price 
supports at zero minimum, and the other having the privilege to set 
them at 60 percent of parity. Is that correct? 

Mr. Paartsere. That is correct. Both of these alternatives, how- 
ever, Senator, apply to the first half of the problem, namely, the estab- 
lishment of price supports. There have not been specific recommen- 
dations regarding the second part of the problem, namely, how to 
permit farmers to obtain‘a little more freedom. 

Senator Symrneron. That brings me to the next point I would 
like to discuss with you. Fundamentally, all the thinking in the 
philosophy of the Department of Agriculture today is that lower prices 
discourage production. That is correct; is it not? 

Mr. Paarteerc. Yes; that is correct. With some modification, of 
course, that I would be happy to supply, if you wish it. 

Senator Symincron. The Missouri State extension boss, a fine man, 
took me down into southwest Missouri, and showed me the ideal farm 
in a particular county, which was in the district of the able Congress- 
man who is with us today, Congressman Brown of Missouri. And 
I talked as a businessman to the farmer who, let me repeat, was con- 
sidered the finest farmer in that part of the country, and was so 
represented to me. 

Now, he had a farm of blank number of acres, and I asked him 
what his gross income was off that farm, and he said “$10,000,” and I 
said, “Well, what was your cost?” And he said, “$8,000.” T said, 
“Well, that is pretty good. You get $2,000 return, gross, anyway,” and 
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he said, “Oh, no.” He said, “Those $8,000 expenses were my farm ex- 
penses, That is before my livi eee ee my living expenses 
are over, I have nothing left. fact, I generally go a little deeper 
into debt.” 

And I said, “Well, you certainly have nothing left for a vacation 
have you?” And he said, “I have never had a vacation in my life.” 

Now, the point of the story to me was that up to this point, here 
was an ideal farmer who was not breaking even, and doing his best, 
and whose efforts under the Extension Service to rehabilitate his farm 
were such that he was a source of pride, and they were willing to 
display it to those who are interested in the farm picture. 

Now, I asked him if his gross income off of the farm was more than 
it had been in the past, and he said yes; it was more, but that the costs 
had gone up more than the income had gone up. 

I asked him what was the greatest single increase in cost to him, and 
he said the price of money, because he had to borrow in order to 
make his farm go. 

Now, Doctor, the reason that I bring that story up is, he has a mort- 
gage and he has a loan at the bank, and he no doubt has some install- 
ment purchases, payments to make against modern machinery. There- 
fore, in his part of the country if you reduce his price supports on 
any of his crops, how can he do anything except desperately try to 
increase his production in order to get more dollars so that he is not 
thrown off his land ¢ 

Mr. Paar.eere. [ think that his behavior, Senator, will depend on 
what his alternatives are. 

Now, we have just finished discussing the wool program where, in 
order to get more production, the return was increased. We have 
just finished discussing the sugar program where, in order to provide 
a domestic industry, the level of price has been increased above what 
it otherwise would be. 

I believe these are soundly conceived programs that are based on 
the general reaction of farming people to a price increase which is 
to increase production in response to a price increase. 

Now, I find it difficult to believe that in the aggregate farmers would 
also increase production in response to a lowered price. We have gen- 
erally agreed in the wool program, in the sugar program, in the Stea- 
gall Jegislation during the war, that the way to get more production 
is to increase the level of the price support. I do not see how we can 
consistently, then, say that a lower price will also result in increased 
production. This seems to me to be a logical fallacy of some sort. 

Now, I grant you, if I may continue, that if the man of whom you 
speak has no alternatives, if your cotton farmer has absolutely no 
alternatives, no other crop that he can produce, no other source of in- 
come, that then as the economic squeeze becomes tighter for him, he 
may increase production. But for every such man, there probably 
will be several who do have alternatives, and who, when confronted 
with a reduced price, and the prospect of a continued relative lower 
price, will reduce rather than increase output. 

Senator Humrnurey. Would you yield to me on that ? 

Senator Symrneron. Yes; I will be glad to yield on that. 

Senator Humpurey. Dr. Paarlberg, in your analysis of these mat- 
ters, you are very careful to put certain limitations on 

Mr. Paarperc. Yes. 
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Senator Humpnrey. And I think that in your most recent.analysis 
of the rn placed to you by Senator Symington that you did 
not apply those same standards. I heard you say on another occasion 
that if the price goes too low, way down, people will no longer produce. 
I mean, if you get, let us say, oats down to 10 cents a bushel, supposedly 
they wouldn’t produce. That is not necessarily true, but supposedly 
they wouldn’t. I mean, the odds are that they wouldn’t ? 

Mr. Paartperc. Over a period of time, that is right. 

Senator Humpnurey. Yes. 

Now, if you had wheat, let us say, up at 120 percent of parity, with 
no limitations upon acreage, or no limitations upon marketing quotas, 
it is perfectly obvious that people would produce. But, isn’t it true 
that when you have a fairly decent price, a reasonable price on, let us 
say, wheat, you can at the same time impose quotas, acreage controls, 
if you impose them selectively, and impose them on a timely basis so 
that the individual farmer, while he may get a higher price support 
for that commodity, is willing to take severe controls on his production ? 

Mr. Paartperc. I think that that would be true, Senator. I think 
you would agree, however, that the type of controls we have hitherto 
imposed have not been severe. 

Senator Humpnrey. That may be true, but I want to say in refer- 
ence to wheat, had the controls been imposed soon enough, you 
wouldn’t have had much of a wheat problem. The big surplus of 
wheat happened in 1953, I believe it was, and the reason for that was 
quite obvious. We thought the Korean war was going to be on, and 
we thought maybe we were going to have a bigger war, and I am in- 
terested in finding out what Secretary Wilson says when canceling out 
these defense contracts, whether they leave these plants sitting there 
with all these engines around, and say, “Well, boys, it is just too bad. 
We just decided we aren’t going to have a war, and you fellows will sit 
there, and we will cut you out a year for having a surplus of engines.” 

But we don’t do that. We give them a premium contract. They 
come up, and we say, “You ought to make a little extra on that.” We 
treat them very good. But with the farmers, we cuss them out, we say 
“Tam sorry. You produced too much. We decided not to fight. If 
we only knew it a little earlier we might have told you. You pro- 
duced about 550 million bushels excess of wheat.” And that is when 
we got stuck in 1953, and then in 1954 you didn’t apply the controls 
when you should have. 

I sat right in this room, and I know that the controls were not ap- 
plied strict enough in the light of production. 

What I am getting at is that I think you will have a tough time 
proving, No. 1, if you offer, let us say 90 percent of parity with strict 
acreage production controls applied when they should be applied, and 
they were not applied effectively in 1954—there was an election on that 
year—they were not applied in 1953 because they thought we were 





going to be in a war, and there is testimony in this committee that 
indicates that we were encouraging farmers to produce rather than 
asking them to cut back; if you apply those production controls at a 
high level of the price support, not a high level, 10 percent less than 
fair, or 85 percent, you are not going to encourage production, because 
the farmer gets enough so he can make a living. 
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Let us say you take off production controls, and you give that man 
b0 percent of parity. Give him a guaranty on price supports of 60 
percent. Do you think he will produce? 

Mr. Paartpere. I think he will produce a lot of wheat with a guar- 
anteed price support of 60 percent of parity because I think “with 
modern production costs on wheat, 60 percent of parity with no pro- 
duction controls is an incentive situation. 

Senator Humpnrey. Not only an incentive to production, but. he 
will produce because he has to produce. I think we have been living 
in Washington too long, I am glad you were away. It is going to 
help a gre: it deal. 

I am going to tell you something. I just came home from 2 or 3 
days out in our State. People down here just don’t know anything 
about what is going on. You just don’t know what people are talking 
about. 

Everybody talks about how good the dairy farmers are getting along. 
But right there in Minnesota, in Wright County they are going br oke, 
period, by the dozens. I get all the statistical reports telling me 
about how. wonderful everything is. Go on out to that little town 
where I have got a little house, and find out—talk to Dan Graham, my 
banker out there, and ask him how wonderful everything is; and he 
is in a county where there are more good dairy cows than there are 
bad ideas in Washington. 

And I am here to tell you that there are a lot of statistics that just 
don’t add up to what is happening. 

Senator Symrncton. Will the Senator yield to me:a, minute? 

I remember in 1935, Mr. Walter Chrysler, Sr., telling me one of his 
problems. 

When they had a new model, they used to send it to a certain State 
which we won’t mention, because that State had the worst roads in the 
country. The fellow who was drivi ing the car, would call up Detroit 
and say, “The axle broke here.” So the chief engineer would look 
at the blueprints and say, “Well, that is not possible.” The fellow 
would say “Don’t tell me it is not possible. I am 20 miles out of town 
and looking at it, and that is where it broke.” 

Senator Humpnrey. I shouldn’t have digressed on that, except that 
I just came back. I said to a friend of mine at the airport when I re- 
turned, who wanted to know what [ had been doing, “I spent a couple 
of days with my farm families out home.” He said, “What are they 
interested in?” “Well,” I said, “I have never heard any of them talk 
about the Danube, any of them talk about the Tiber, or the Thames, 
or the Yalu Rivers, but there was a lot of talk about the Crow River,” 
and that has been flooding, and that is what they are really interested 
in. They didn’t have any interest in whatever was going on in these 
other areas. 

What I am getting at is that they are interested in their problems, 
how to pay those bills. The New York Times for yesterday said that 
next year’s automobiles will cost more, have more horsepower, more 
models, and will cost more to repair. And the same thing is true of 
next year’s tractor. The same thing is true of next year’s binder and 
combine. The man right across the road from where I live in Minne- 
sota, was out combining. He told me that it cost him twice as much 
to repair his combine this year as it cost him last year. 
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How much is he going to get for wheat? How do you keep it up? 

Mr, Paarrperc. I am aware of what you say. I have been a farmer, 
operated a farm. My people have been farmers for a hundred years 
here, and I don’t know how many centuries in the old country before 
coming here. I get to my home farm 4 or 5 times a year. I have the 
opportunity to visit with my farm friends who come in here to talk 
with me, and I go out to farm meetings. So I do think, Senator, that 
I have a good deal of awareness of the points you make as to their 
validity and their importance. 

Senator Humpnrey. Do you think farmers produce less oats than 
when the price goes down to, let us say, 40 cents a bushel ? 

Mr. Paarreerc. I think over a period of time if the price of oats 


were low relative to barley, the production of barley would increase 
relative to oats. 


Senator Humpurey. Over a period of time. 

When I was in school, they used to have an argument with the terms 
“Jong run” and “short run.” In the long run you are dead. Let us 
be frank about it. You have a current problem to meet, and this man 
comes in and he has some debts to pay, which is quite ordinary. Every- 
body is so darn deep in debt they don’t know whether they are coming 
or going. 

Do you think when the price of oats goes from 80 cents to 60 cents 
he is going to produce oats ¢ 

Mr. Paarteerc. It depends on whether he has an alternative. If 
he has an alternative of producing barley, corn, or flax, then he will 
shift his production. 

Now, we have, as you know, a number of farmers who are highly 
specialized, and in specialized regions who cannot shift, who do not 
have an alternative. They, I agree with you, will continue to produce 
and some of them may increase production. But a large share of our 
farming is diversified, and many of our farmers do have an alterna- 
tive and will respond to relative prices. 

Senator Humpurey. Do you think the reduction of price supports 
on milk and dairy products will increase production ? 

Mr. Paartperc. I think it would decrease production from what 
it would otherwise have been. 

Senator Humpurey. How do you know?! I asked if it would de- 
crease production in terms of total economy. 

Mr. Paarteerc. Not in absolute terms, because production continues 
to increase in accordance with long-term upward trends. I have done 
a statistical study of dairy production, and production of other com- 
modities, and I have found from my studies, and from studies of other 
people whose work I have reviewed, that dairy production and the 
production of other commodities increases when prices increase, and 
decreases when prices decrease, other things being equal. 

Senator Humrnrey. But they are not equal. 

Mr. Paarteerc. I know they are not equal, but the net influence of 
a high price is to stimulate production. Relatively, the net influence 
of a low price is to decrease production. 

Senator Humpurey. And the net influence of the lower price was 
to destroy hundreds of dairymen in my State. There was a man by 
the name of Larry Sherman—he died, by the way, a year ago, heart- 


broken—who was the leader of the Republican Party in our State, who . 
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spent the last year of his life berating the administration for its very 
program, who had taken that land as a leader in that community, cut- 
over land, land that was supposed to be marginal, and helped build up 
blooded herds of cattle, and it costs money to build a blooded herd of 
cattle, as you know. 

This isn’t like going out and planting rutabagas. Today they are 
liquidating them by the hundreds because they cannot pay for feed 
costs at the price they are getting. We don’t get $6 a hundred for 
milk in our State. We get about $3.50 a hundred for class 1 and about 
$3 a hundred for class 2, and we have to export eighty-some percent of 
our milk into other parts of the United States, 

So you get a program here that literally destroys us. 

Now, I hear all these economic arguments, and I remember these 
economic arguments when they lowered the price support on milk, and 
I also warned in the Senate that there a few boys that were going to 
do some cheating. 

I went back and checked this, and the Comptroller General just now 
collected back the $5 million that some companies had scrounged. out 
of the Government. 

Remember when they bought the butter? It never moved from the 
Government at all, and I said when the Government plays around 
with the price support program like that, all you are doing is getting 
every producer to put the inventory in the hands of the Government. 
And that is exactly what they did, and they ended up cheating the 
Government out of $5 million, and the Government ended up with 
having to sue them and go back with a lot of attorneys to get the $5 
million back, and destroying the farm program. 

Senator Symrncron. Let me get back to my question. I would like 
to associate myself with the remarks of the Senator from Minnesota, 
the remarks that he has made, but let me get back to my question, 

At this ideal farm that I went to at the suggestion of the State 
director for the Extension Service, I asked this farmer, “What are you 
going to do if your production goes down?” He said, “Well, I am 
just going to have to work harder to get enough dollars to pay off my 
fixed expenses.” 

The theory I understand, but theory is not fact, and theory is not 
concrete from the standpoint of the problem. What would you do if 
you were—how could you do anything—strike that. 

What is your suggestion with respect to this farmer? What would 
be your suggestion with respect to this farmer ? 

Mr. Paar.perc. Well, of course, Senator, if I were going to advise 
him, I would have to know more about his operation, and more about 
his alternatives than this brief description you have given. However, 
i must say that your description of this farmer, his economic condi- 
tion and his reaction, conforms fairly well to my understanding of 
farming and the attitude of farmers. 

I think you have given a reasonable and typical—— 

Senator Syminerton. I tried to. 

Mr. Paarueere. Illustration. 

Senator Symineton. Now, this man is producing milk. He has a 
big investment in a dairy barn, and in equipment. And suppose the 
price support on milk goes down to 40 percent of parity. What can 
he do except strive desperately to make more milk # 
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Mr,.Paarceerc. Well, this will depend, as I said on his particular 
alternatives and his particular circumstances. I think it is note- 
worthy that the Congress, in meeting this problem on a practical basis, 
and apart from theory, did, during the war, raise the level of price 
supports in order to stimulate production, on what seems to me to be 
a sound idea, namely, the way that you get more production is to pro- 
vide incentives, whether it is in agriculture generally, whether it 1s in 
wool, or whether it is in wheat, or whether it is in airplanes, or 
whether it is in steel. If you have got too much of it, and 1f you feel 
the need for getting less of that product, certainly providing added 
incentive for its production is not the way to get less of it. 

Senator Symineron. I agree with you about the incentive part, but: 
the distinguished Senator from Minnesota just brought up the ques- 
tion of the cancellation of contracts. 

The Defense Department just canceled a contract after putting $93 
million in it, and then spent tens of millions of dollars in cancellation 
charges which gave the company a profit. This would be better than 
bean parity from an economic standpoint. Do you see? 

Mr. Paarteerc. Yes, Senator. 

Senator Symrneron. Now, my question is, we are lowering the price 
supports as fast as possible on as many commodities as possible. I be- 
lieve that is a fair statement. To the best of my knowledge, and I 
read Mr. Benson’s public statements, and presumably from your testi- 
mony, you are in agreement with his policies. Now, if we are lowering 
as much as we can the price supports on all products, what incentive 
is there for a farmer, as they are all going down, to leave the activity 
that he knows best, in this case the dairy business, after a generation of 
maintaining foundation herds, and go into something that he knows 
less about ? 

And in that connection, and I ask the question in two parts, and 
you can segregate it as you see fit, don’t you agree that at least in the 
short run—and we live in the short run—that declining prices for 
farm crops cause the farmer to try to increase rather than decrease 
his output in a desperate effort to avoid bankruptcy ? 

Mr. Paartperc. For certain individuals who have no alternative my 
answer would be “Yes.” For the great number of farmers who do have 
alternatives my answer would have to be “No,” based both on economic 
theory and based on the historical action of the Congress when con- 
fronted with a practical] situation during the war. 

Senator Symincron. I wouldn’t want to say which percentage would 
be the ones that didn’t have an alternative. I can see where some farm- 
ers, especially farmers with credit, do have an alternative, but to my 
mind, I won’t pursue that line of questioning any further. That is 
simply planned bankruptcy. If you lower a price on the man and he 
has no alternative, and the farmers I talked with told me they didn’t 
have any alternative, this is their life, their investment. There is a 
lot of talk about the farmer going to the city to get work. In recent 
weeks, tens of thousands of urban workers have been laid off, tens upon 
thousands. I know one place of 15,000 and another 12,000. In fact, 
unemployment as a percentage of the civilian labor force has in- 
creased substantially in the past 12 months. Studies have been made, 
recently. Our able senior Senator from Michigan has requested studies 
because of the heavy losses incident not to cancellation of Government 
contracts, but to automation. He has asked that studies be made. 
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How can a relatively unskilled farmer get work in the city where 
thousands of skilled workers are losing their jobs? 

Mr. Paarteerc. Well, Senator, in the first place, many farm people 
are not by any means unskilled. They have, as you no doubt know, a 
great deal of mechanical ability. They handle tractors and farm equip- 
ment. They have developed considerable experience in meeting emer- 
gencies, in making decisions, and the young men who grow up on 
farms are considered by and large by industrial people—and I think 
you will agree with this, being familiar with industry—are considered 
to be in many areas a pretty good source of labor. So I wouldn’t say 
that they are unskilled in any general sense. 

Secondly, I don’t believe that the amount of unemployment we are 
presently experiencing is at all a high level. There are large numbers 
of industrial opportunities available today, and many farm people are 
taking advantage of them. 

Now, another qualification 1 would make of your comment is that 
inany of these farm people are not going into the cities to take em- 
ployment. Many of them are continuing to live on their farms, and to 
take part-time employment in an adjoining city, or in a factory out 
in the country, driving 10, 20, or 30 miles to work, continuing their 
farming operations. 

In many cases they are improving and increasing their farm opera- 
tions while they add this additional source of income. 

It is to a degree another form of diversification, and provides them, 
I think, with a very good economic position in that they are not com- 
pletely dependent on employment for their income. They have one foot 
on the land, you might say, and another foot in industry. 

If industry should diminish in the volume of its activity, their 
economic position would be hampered, but they would still be rela- 
tively better off than the people who had gone to the cities, and become 
utterly dependent on urban development. They would have an oppor- 
tunity to live at relatively low cost in the rural area at generally at- 
tractive surroundings, and they would have the continued income and 
employment given them by the farm. 

So, I think it is not just a question of people transferring out of 
agriculture, moving to the city, becoming utterly dependent upon 
industrial employment. I think many of them are choosing a com- 
bination of agricultural and nonfarm income, which gives more 
economic stability than either of these alternatives would, considered 
singly. 

Senator Symineron. Well, now, just for the record at that point, the 
figures are the Department of Agriculture figures for last year. They 
show that the average farm income was $601 a year, and that those who 
had obtained outside income—which is very difficult to do in my 
State—that their average income has increased some $300 plus a bit. 
This amounted to about $900 total for those farm people who have 
gone outside to, say, be a janitor all night after working all day on the 
farm. 

But the income of people who don’t work on the farm was, neverthe- 
less, a great deal more than double the other figure. 

Now, you mentioned the man who goes to the city. Of course, if he 
has the skills that you are talking about and gets a job, you still 
have the problem of the man he displaces. 
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Mr. Paarvperc. I am not sure he always displacesa man. There is 
a growth factor in our industry, as you know, and this increment or 
a part of it could be supplied by people from rural areas without dis- 

acement of other persons. If it were a static society, then he would 

isplace someone. But it is a dynamic, growing society. 

Senator Symineron. May I respectfully say that the figures on em- 
ployment do not justify your last observation. 

Now, we have another problem. We have 779,000 of the farm labor 
force which has diminished so heavily, who are over 65 years of age. 
That is 16 percent of the total. 

Now, only 5 percent of the civilian labor force is over 65. There is a 
tremendous resistance to hiring people over 40, let alone over 65. Fol- 
lowing your philosophy, if there are too many people on the farms, 
what would these three-quarters of a million people do in the cities as 
against the competition of the younger people? 

Mr. Paartperc. Well, Senator, all we know about migration from 
agriculture indicates that the older people simply do not move. The 
transfer out of agriculture—and it has been going on for many, many 
years—occurs largely for the young people, both men and women, 
between the ages of about 16 and 25. That is the age at which these 
transfers occur. 

The young men and women of that age are rather adaptable. They 
are generally unmarried. They are quick to learn skills and they make 
the transfer with far less difficulty than those in the older age brackets. 

Senator Humpurey. Would the Senator yield at that point ? 

This kind of disturbs me. You are saying that the older people stay 
on the farms and the young people are the ones that migrate out? 

Mr. Paartperc. Such migration as occurs is largely of the younger 
people. 

5 Seautor Humpurey. Would you kindly give us the average age of 
the farm operator? Has it been going up or has it been going down ? 

Mr. Paartperc. I can’t give you that precisely, Senator, but I will 
say that it is high relative to other occupational groups. 

Senator Humrurey. Isn’t it going up also? 

Mr. Paartperc. That may wel] be. I know it increased during the 
war, and then it diminished for a time after the war, and I think you 
are correct that it is now increasing. 

Senator Humrurey. Since about 1952 or 1953. 

Mr. Paarperc. I think it has increased slightly since that time, but 
I am not sure of my figures. 

Senator Humpnrey. In other words, as we witnessed recently, as I 
recall the figures, more young people are leaving the farm than com- 
ing or staying on the farm. There has been a liquidation of the 

oung men and women on the farm. There are many, many reasons, 
but the fact is that there is a migration from the farm to the city. 

Mr. Paarteerc. That is correct. 

Senator Humpnrey. Of the young folks. 

Mr. Paarteerc. That is correct. 

Senator Humrurey. And the average age of the farm operator, 
not only the owner but the operator, is becoming older. 

Mr. Paarzeerc. Well, as I say, it has fluctuated. I think there 
was a time during the war when the average age was older than it is 
at the present time, because many young men went into the service and 
took urban jobs. 
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Senator Humpurey. But I am speaking now of the period of non- 
war, and not too much selective service, during which the average age 
has gone up. 

Mr. Paarteerc. And we find this, I might say, that the out-migra- 
tion from agriculture is related primarily to employment opportuni- 
ties in the city; that it is more responsive to that particular factor than 
it is to the economic position of agriculture. 

Senator Humpnrey. Isn’t it true that the employment situation in 
the city is usually good—it isn’t because there is a job, but that the job 
pays more, let us say. People don’t go to town to look at 
the park. They can do that without getting a job. 

r. Paartperc. That is right. But when the city is bustling and 
jobs are plentiful, and wages are high 

Senator Humpeurery. Compared to the others—— 

Mr. Paarueere (continuing). That is the time of the out-migra- 
tion, that is the time it speeds up. When things are slack, jobs are 
scarce, wages low, as during the depression, then the ordinary flow is 
reversed. 

Senator Humpurey. You can always plant potatoes out in the 
country, and it is harder to grow them on concrete. 

Mr. Paartperc. That is right. 

Senator Humpurey. It just gets down to sheer subsistence under 
those conditions. 

Mr. Paartperc. Indeed. 

Senator Humrnurey. Isn’t it also true when you equate industrial 
employment and agricultural employment, and put those two incomes 
together, as you have done here, that you have a tendency therefore to 
downgrade the price structure of agriculture? In other words, it is 
one of the easiest things that can happen to a person, or at times one 
of the most difficult things is that instead of being paid for the job 
you are doing, they pay you about two-thirds of what you ought to be 
paid, and then say, “Look, you are young. You can work 18 hours a 
day. Go over to the city and get another job.” 

Then you get another one-half, which is a little bit more than you 
would have had on a well-paid, full-paid job. 

This is one of the problems that church people are thinking about. 

The Catholic World Life program was having its meeting when I 
was just back home. You are familiar with them. They were up at 
St. Cloud, Minn. One of the things they are concerned about is that 
you destroy the whole family life, and you have got to have the hus- 
band working, the mother working, the older son, all out getting money 
jobs. I don’t mean they are working as a family unit on the farm, 
but mother is working in town at the processing plant, the father 
runs the farm but is also working with the Minneapolis Moline parts 
plant. John, the son, has a job in the creamery. 

In the meantime, everybody is doing everything, and nobody is 
taking care of the family because they are all trying to make a living. 

Now, isn’t this true, that when you take industrial employment in- 
come, and agricultural income, and you say, well, things are better be- 
cause the farmer can now work in the town as well as out of town. 
That is a way of saying to him that instead of getting a good price 
for your eggs or wheat or cotton, whatever you produce, we will cut 
you back a little bit, or we can justify cutting back because you are 
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not going to go broke. All you have to do is work 60 hours a week. 
Just go in town and get another job. That is all. 

Isn’t that really what happens? 

Mr. Paarveerc. I think there are undoubtedly grave social prob- 
lems related to the development of part-time farming, and related to 
the shift of employment from agricultural pursuits, to industrial 
works. I certainly agree. 

Senator Humpurey. My point is this. It seems to me when you 
lump industrial employment income and agricultural income together 
there is a tendency to not be as concerned about agricultural price 
structures as there would if you had to just live on the agricultural 
price structure. 

As my dad once said to me—we run a drugstore; that is our family 
business—we never sold liquor. My father said to me, “The minute 
you start to sell liquor in the store, you start getting your money out of 
that, and you will quit being a druggist.” That was his point of view. 

The minute you start horsing around and decide you could be doing 
something else, you start downgrading something, and I have wit- 
nessed this many times in industry and in business. When you are 
trying to be an independent merchant, for example, against a chain 
operation, they don’t have to compete with you on the basis of the 
commodity. ‘They have some other operation going out there. They 
may be out here running a bingo game, or something, on which they 
are making their money, and they are giving their merchandise away. 
This actually happens in business. I am worried about the farmers 
today. Why should a farmer not be paid a fair price for what he 
raises ? 

Just to conclude here, why shouldn’t wheat be $3 a bushel when 
Ford cars have more than doubled in price, when you pay 10 cents 
for a telephone call. You can’t even go to the men’s room for the 
same price. Why shouldn’t the prices of farm commodities go on 
up? Why should farmers be the only ones in the whole economic 
structure that get less? And I will tell you why. Because they say 
to them, “Well, now, if things aren’t good on the farm, you have a 
car that you can’t pay for; go on into the town and get a job, and then 
you can make up for it.” 

This would be just like saying to a doctor, “Don’t worry about your 
profession. If you can’t make enough from your doctor’s practice, 
there is a chance in town you could work in the filling station. Go 
on and get a job.” 

Senator Symrvaron. I would like to state for the record that 60 
percent of our 5 million farmers are over 45. 

Senator Humpurey. How many? 

Senator Symrneron. Sixty percent of the farmers of the United 
States are over 45. 

Senator Humeurey. What is that compared to the general popula- 
tion ? 

Senator Symrneron. I don’t know. It is a little over double, I 
am told. : 

Now, it is my contention, Doctor—and I appreciate the climate 
in which we are discussing this matter, because it is a serious matter 
in my State just as it should be to all of us. 

Mr. Paarrpere. I do. 
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Senator Syminoron. I believe that the policies of the Depart- 
ment, if continued, are going to eliminate the family size farm. A 
well-known New York lawyer, who owns several thousands acres in 
my State, and does well, said to me that now he can buy his equip- 
ment on a wholesale basis. He goes to Chicago to purchase his trac- 
tors, and instruments. That is fine for him, and even further helps 
his profits. But on the other hand, it is pretty tough on the small- 
town dealer who is handling that product. 

And inasmuch as most rural area job opportunities are largely in 
wholesaling and retailing and wholesaling and retailing in turn are 
largely dependent on farm purchasing power, just how many off- 
the-farm jobs, do you think we can hope to have for farmers when 
they leave the farm because of financial troubles? 

Mr. Paartserc. Well, my answer is that increasing numbers of 
jobs are available, as we know by virtue of the fact that increasing 
numbers of the farmers are taking advantage of these opportunities. 

Now, at what rate this will continue, how rapidly additional op- 
portunities will develop, we do not know. But the increased oppor- 
tunities for off-farm income are going forward. That we all know 
by all the reports that come to us. Opportunities are not available in 
all areas, and they are not available to all farmers. Many of the 
older people are not taking advantage of them. The younger people 
who have good opportunities on the farm, who are on a farm that is 
large enough, that can return them an adequate income, that see a 
real future in agriculture, they are staying on the farm. 

By and large the young people who are from small farms, or 
farms which do not offer what seem to be suitable economic oppor- 
tunities, these are the ones that are making the transfer. 

Senator Symineron. Well, again I say that in theory you may be 
right, but practically speaking, in my State, I am afraid I will have 
to disagree with you. 

There was an article written in the Saturday Evening Post about 
two young Missourians—— 

Mr. Paartpere. I read the article. 

Senator Symrineron. They were both graduates of agriculture at 
the State university. They were both determined to make a success 
of agriculture, and in their case they could get hold of $100,000, which 
very few farmers can do, especially young farmers today. They have 
now admitted defeat on the farm, and unless things get better they 
will have to leave the farm entirely. 

Let me ask you this question: If the farmer is forced off the land, 
and he can’t get city work, do you think the Government has any ob- 
ligation to him and his family ? 

Mr. Paaruperc. I do, Senator. I think it is a well-established fact 
to which practically everyone would subscribe, that a certain mini- 
mum level of living is the right of any person in the United States, 
and that we have an obligation as a government to prevent and allevi- 
ate cases of dire distress. And we do, with our various social wel- 
fare programs as you know. 

Senator Symineton. I think the average size of the American 
family is about four and a third. Let us assume that a man and his 
wife have to leave the farm because of economic reasons, and have 
2 children, minor children; that is, 10 and 12 years old. What type 
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and character of family payments do you think they ought to get? 
They will be in dire distress, as you put it, but they are not helped— 
if they are anxious to work and can’t get it. What do you think ought 
to be the minimum payment to a family of that character by the 
Government ? 

Mr. Paaruperc. Well, Senator, I think that would depend very 
markedly upon their particular circumstances. It might be that 
when they left the farm they sold out, and it may be that they have 
a substantial amount of savings. That is possible. It may be that 
they have other resources in addition to agriculture. It may be that 
the parents can get employment which will permit them to provide 
adequately for the family’s needs. 

If these things are not true, then there are local relief agencies, public 
and private, as you know, that are in a position to provide for the 
needs of these people in accordance with local standards, in accord- 
ance with local resources. And then, as you also know, the Depart- 
ment of Health, Education, and Welfare has Federal programs to meet 
the needs of such persons, and these programs are modified in accord- 
ance with the specific situation. 

I just don’t think that I or anyone could name a dollar figure which 
would have general applicability in such a circumstance. 

Senator Symrneron. Now, let me say, respectfully—and I think 
you would know that my question did not relate to people who had 
outside incomes—I am talking about people who are driven into bank- 
ruptcy and can’t get work. 

Take your own State—Indiana ? 

Mr. Paarieerc. Yes. 

Senator Symincron. What do you think a farm family in Indiana, 
a man and his wife and two children, should be allowed by the Gov- 
ernment, under our social system, if he is driven off his farm due to 
the things we have been discussing and he cannot get work in the 
city. What do you think, roughly, would be a fair income to give him, 
& minimum subsistence ? 

Mr. Paaruperec. I couldn’t give an answer, Senator. That is a mat- 
ter of welfare, rather than a matter of agriculture, and I would not 
fee] myself competent to name a figure. 

Senator Symineton. Thank you, Doctor. 

Do you believe in the social-security laws ¢ 

Mr. Paartperc. I do. I am not an expert in these matters. I do 
not have competence to evaluate each aspect of our social-security 
legislation, but I do believe in the principle that the public through its 
government should meet cases of genuine need. 

Senator Humpurey. Just a second. Social security doesn’t neces- 
sarily mean just cases of general need. 

Mr. Paartzerc. All right. Unemployment insurance. 

Mr. Humpeurey. Old-age assistance insurance. 

Mr. Paaruperc. Yes, I do. 

Mr. Humpurey. I just thought we ought to make that clearer. 

Mr. Paartperc. I repeat that I do not have full competence in these 
problems, it being out of my field, and I do not necessarily endorse 
every aspect of them. 

Senator Symineton. I think that is a fair position for you to take, 
but if you have to pursue a problem in business, you pursue it to the 
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end, and if you have done everything you can to help in every way, 


you have got to face it ultimately. 

Mr. Paarpere. I think this particular question you would pursue 
with another person who is competent in these social fields. 

Senator Symineton. Now, based on what I have read, do you be- 
eve that the long-run farm prices should be supported at all by the 
(zovernment ? 

Mr. Paarteere. Yes,I do. Yes,sir,I do. Those for which feasible 
programs can be worked out. Some of them, the higily perishable 
commodities, I don’t think we have yet worked out any suitable devices 
for really meeting their problems. I think, Senator, that relative 
stability in farm prices is a useful thing from an economic and from 
an ethical and from a social standpoint, and that we should continue 
our efforts to develop programs that will provide more stability in 
prices of farm products than we previously have had. This can be 
accomplished, I am convinced, by various programs of price support. 

Senator Symrneton. Do you believe in protective tariffs on manu- 
factured goods ? 

Mr. Paarupere. I do—Let me say it this way, Senator. My be- 
lief is, with industrial pricing as with agricultural pricing, that rela- 
tive freedom is the preferable thing. I think we-should, in our pric- 
ing apparatus, both industrially and in the agricultural area, endeavor 
to reduce rather than extend intervention with the marketing system. 

Senator Symineron. Do you believe in protective tariffs on manu- 
factured goods? If you can give me a more firm answer on that, I 
would appreciate it. 

Mr. Paarteerc. I think, Senator, that protective tariffs on certain of 
our manufactured goods increase the costs to farmers and to that de- 
gree reduce their incomes. For that particular reason and for those 
particular commodities, [ am not in favor of such a generalized system. 

Senator Hotnanp. Of such a what? 

Mr. Paar.perc. Of such a generalized system. Of a system which 
would raise the prices of manufactured products through the tariff 
structure and thereby increase the cost to farmers. 

Senator Symineton. But if we put billions of dollars abroad in 
foreign aid, and if hundreds of millions of that money is used to create 
new factories, remodel] machinery in foreign countries, and those peo- 
ple pay much lower labor rates than we do here, aren’t you threaten- 
ing the jobs in the factories in this country where you say the farmer 
can get jobs, if he gets into financial trouble? 

Mr. Paarteerc. I think this is a danger, as you so clearly indicate, 
and I think it would be disastrous to adopt a policy of completely 
free international trade. I certainly would not advocate doing that. 

But I think that there are commodities, and there are circumstances 
in which a policy of relative freedom could be adopted across interna- 
tional borders that would be helpful both to this country and to the 
people abroad. I think much of the development abroad will serve 
to increase productivity, and raise the level of living in the foreign 
countries, and to a degree make them better customers for our prod- 
ucts. I think it has that aspect as well as posing a threat to our own 
productive plants in this country. 

Senator Symrneron. In any case, the farmer seems to me to be the 
one who suffers in the overall picture. The manufacturers, in general, 
are certainly not suffering today. 
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Do you believe in a Federal minimum wage law? 

Mr. Paaripera. Yes; I do. 

Senator Symrneron. Do you believe farmers should organize like 
businessmen do in trade associations or like working people do in 
unions, to further their interests ? 

Mr. Paanceerc. I think they have a legitimate right to do this, just 
as any other group does. I think if they do it without an enlightened 
understanding of the long-run as well as the short-run consequences, 
that they may harm their own economic position, and that this would 
be a dangerous thing for them. 

Senator Symrnetron. Now, as an economist, do you think in the 
long run that the labor union has hurt the rate of remuneration of 
the working man or woman? 

Mr. Paartperc. No; I do not. I think that the labor unions—I 
think, Senator, that the biggest achievement of the labor unions has 
been to improve the working conditions for laboring people, and to give 
them more status. I think that in all likelihood the level of wages in 
this country would have increased in the past several decades even in 
the absence of labor unions. Whether it would have increased to the de- 
gree that it has increased, I am not sure. Perhaps not. Again, this 
is out of my field. My field is agriculture. I am not competent to give 
you a full answer to that question, but I do believe the laboring people 

ave a right to organize, and I think through organization they have 
achieved certain advantages, that most of these are perhaps outside of 
the field of wages specifically, and I do feel that some of these advan- 
tages have been obtained at the expense of other groups. 

Senator Symrneton. Well, I was a manufacturer, I used to be a 
member of the Iron and Steel Institute. Organizations of this type 
were what might be called tight organizations, fundamentally, and 
they certainly were of great benefit to the members of the steel indus- 
try, to the electrical industry, et cetera. 

Do you feel that if we had a farm unit that represented farmers, 
instead of approaching this problem from the standpoint of a particu- 
lar crop, that the net would be better for the farmers than what is 
going on today ? 

Mr. Paarueere. If this group could enact legislation which was far- 
seeing and wise and constructive, I think this would be a wholesome 
development. 

Whether one is justified in such an expectation, I am not sure. On 
the basis of past experience, it seems to me that there is a possibility 
that the cartelization of agriculture would result in harming not only 
the position of the nonfarmers but the position of farmers as well. 
Iam not in favor generally of cartelization. 

Senator Symineron. Well, I don’t think that labor is cartelized, 
and I think that if you felt that NIMA wasa cartel 

Mr. Paariperc. I don’t know enough about it to comment. 

Senator Symrneron. That Mr. Brownell would be interested, be- 
cause a cartel implies fixing prices. 

But you do agree in marketing agreements, and, in fact, marketing 
orders. do you not? 

Mr. Paartperc. Yes; I do. 

Senator Symrneton. And that is control over production, is it not, 
by order of the Secretary of Agriculture? 
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Mr. Paartperc. We do not in the marketing orders regulate produc- 
tion through the Department of Agriculture. 

Senator Symrneton. But if two-thirds of the people in the market- 
ing agreement are for it, then the Secretary through a marketing order 
can tell the other third to go along, can he not? 

Mr. Paarvperc. He can indeed. 

Senator Symineron. And he does, does he not, in cases ? 

Mr. Paarteerc. He does. 

Senator Symrneton. And he cannot only regulate the quality of 
the product and the quantity, but he can regulate the packaging, and 
he can regulate the grading; can he not? 

Mr. Paar.sere. These are matters that the producers of the com- 
modity agree upon, and vote upon, and the Secretary then either ap- 
proves or disapproves the marketing agreement. 

Senator Symrneton. I understand. I have read your own svave- 
ments as to the definitions of marketing agreements, and marketing 
orders. 

Now, when you regulate quality, and when you regulate quantity, 
and when you regulate production, you automatically thereby regulate 
price, do you not? 

Mr. Paartperc. Yes, you do, Senator, and I 

Senator Symrnetron. You wouldn’t want to have a cartel in Govern- 
ment that you didn’t allow outside of Government, would you? 

Mr. Paarteerc. No. And I agree with the principle of marketing 
agreements. I think this is true that marketing agreements can be 
helpful, and I think in most cases have been helpful. However, if the 
people who operate the marketing agreement are not enlightened 
people, if they consider the short-run rather than the long-run implica- 
tions, they can hurt themselves. 

Now, I think by and large the people who have had marketing agree- 
ments have been people who were well informed about the peculiarities 
of their particular commodities, and that they have operated these 
marketing agreements generally in such manner as to protect and ex- 
tend their markets, and to enhance their economic opportunities. 

There have been, however, some cases in which through the market- 
ing-agreement mechanism, prices have been jacked up to such a point 
that production has been unduly stimulated, to such a point that the 
consumption of the particular commodity has been diminished with 
the net effect that the economic position of this group has been harmed 
rather than advantaged. I should think this same risk would pertain 
if marketing agreements were extended beyond commodities that 
presently have them available. 

Senator Symrneton. I agree with the law which eliminated market- 
ing agreements, and orders from the antitrust suits, but why shouldn’t 
they be extended to other commodities so everybody could get the bene- 
fit of that type and character of protection of price. And fundamen- 
tally, that is what we are talking about. 

Mr. Paar.perc. That is correct. It seems to me this is true on the 
basis of the history of marketing agreements: that these have worked 
best where production is specialized, where it is concentrated, where 
it is possible to regulate movement toa market. 

Now, whether the experience that has beem successful with respeet 
to these particular commodities could be extended to other commodities 
of a different sort, which are produced over wide areas, which are 
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produced in small quantities by tremendous numbers of people, which 
move to market through a variety of different channels, whether you 
can generally transfer that experience I have some very grave res- 
ervations. 


Senator Symrneton. I have some thoughts on that, but I won’t pur- 
sue that at this time. 

What is the difference in principle between price supports for farm- 
ers and cash subsidies to airlines and shipping corporations, or Gov- 
ernment-guaranteed prices above world prices to domestic mines? 

Mr. Paartperc. I think the major difference is this: That in the case 
of the mines and airlines, the public interest is felt to be that of in- 
creasing production, whereas in the field of agricultural products, 
particularly the basic commodities, the present interest of the public 
is felt to be that of reducing rather than increasing the level of output. 
That makes a tremendous difference. 

Senator Humpnrey. Would the Senator yield at that point? 

Do you really feel it is in the public interest to increase the price 
of minerals when they are available by import ? 

Mr. Paartperc. Well—— 

Senator Humpnuery. I am not drawing any conclusion. I just want 
to know what your views are on it. I can see that it is to the interest 
of the miner, and I can see that it is to the interest of the mineowner 
and to the mine, possibly to some processors, but I am wondering 
really if it is to the interest, for example, of the housewife who gets 
things in tin cans if the tin comes from Bolivia at a lower price, or 
if it comes from the Black Hills of South Dakota at a higher price. 

Which do you think is of interest to most people ? 

Mr. Paaruperc. Well, this is outside of the field of agriculture, and 
I don’t feel that I have real competence to answer that question. I 
can only say that the general feeling with respect to these matters is 
indicated by the actions of the Congress, and by the justification that 
they give in their speeches as to the reasons why they provide sub- 
sidies for the airlines, and why they provided tariff for lead and zinc. 

Senator Humpnrey. I happen to think it is perfectly O. K. for the 
Government of the United States to help our miners and our mineral 
interests, but I think they may have better public relations. 

For example, the Secretary of Interior seldom comes down before 
Congress and says, “ You ought not help these folks.” He comes down, 
and he says, “I think it is a good idea.” Not only this, but when he 
writes articles for Readers’ Digest—if he does, that it is a good idea 
that you pay for more lead and zinc, and you have Government sub- 
sidies for things, but in the interests of agriculture you have a dif- 
ferent kind of voice. The voice is just that it is too bad. We are 
getting too much of this. It costs the Government millions of dollars 
to store it, and so forth. ; 

I think it is fair to say that all of these programs are ultimately di- 
rected toward the producer. That is where their immediate benefits 
are. Of course, you can speak in terms of national security. You 
can say, well, you need lead mines and zinc mines for long-term na- 
tional security, and there is truth in that, but on the basis of national 
security you need milk, too, and it takes longer to get a cow to produce 
milk than it does to open up a lead mine. 

Senator Horianpv. Would you yield to me a moment? 

Senator Symineton. Yes, Mr. Chairman. 
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Senator Hotxanp. I would like to ask yéu, Mr. Paarlberg, if one 
of the biggest difficulties in the economic analysis of agriculture is the 
fact that agriculture exists in all 48 of the States, as well as outside 
our Nation, and that the situations are not identical in all the States, 
making a national picture which is confused, and has to be set off 
one against the other? 

Mr. Paarteera. Yes, indeed. 

Senator Hoxtanp. For instance, in the case of dairies, I spoke to 
the dairy group of my State a couple of weeks ago in Miami Beach, 
a large, very fine group and very prosperous. 

Senator Humpurey. Six dollars a hundred? Is that about right? 

Senator Hotxanp. I could hardly get to their swanky Miami Beach 
Hotel which they had taken over, because of the Lincolns and Cadil- 
lacs and Chryslers which were in the way. 

Senator Humpurey. May I ask you what is the price of milk in 
Florida under market agreements ? 

Senator Hotianp. The air that prevailed was one of very great 
prosperity. Of course, there is a great difference between the situation 
in Florida, both pricewise and productionwise as there is not enough 
production as to require Government purchase of any part of the 
product, nor is it even great enough to adequately supply the local 
demand at the highest level during the tourist season. It is not com- 
parable to other areas, and the only reason for my bringing it out, 
is not. because I think that should cause us not to have interest in and 
sympathy in the program of the dairy people in areas where the re- 
verse is true, but I simply point up the fret that what you are trying 
to do at all times is strike a common denominator that represents agri- 
culture nationwide; is that correct ? 

Mr. Paarveerc. That certainly is correct. 

Senator Hotianp. For instance, I noticed in the Florida paper yes- 
terday, which I saw in Vienna, Ga., when I was there at Senator 
George’s funeral, the announcement of the fact that the most succes- 
ful marketing season for flue-cured tobacco that the State had ever had 
had just come to an end. Six or seven markets in Florida had just 
closed with an average price of something like 60 cents a pound, and 
the Government not being required to buy anything, you might say, 
and some $70 million of gross proceeds, that is, cash coming into the 
hands of flue-cured producers, indicating a prosperous situation there, 
whereas in some aspects of the tobacco industry much the contrary 
exists. 

Mr. Paartpere. That is right. 

Senator Hotianp. I cite this not by any manner of means as a matter 
of boasting. I think we ought to be very grateful for that, but I simply 
want to point up for the record the fact which all of us know on this 
committee, that the job of the National Department of Agriculture is 
one that looks at the picture in every area, and the pictures are not 
alike. 

Our citrus industry, which produces something over $200 million 
gross each year has frequently sold their products at under 50 percent 
of parity, and has never had any sales price approaching 90 percent 
of parity in recent years. It has enjoyed not only relative prosperity, 
but rather great prosperity ; isn’t that right? 

Mr. Paartperc. Yes. 
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Senator Hotianp. And again it is a specialized production of the 
type that you mentioned, which is easier to deal with and is dealing with 
its own problems through State legislation, and through national 
marketing agreements. It is an illustration of your point that spe- 
cialized production in a restricted area is easier to deal with, and finds 
it easier to deal with its own problems, than is the case with a product 
that is produced more generally. 

Mr, Paarvperc. That is an excellent illustration of the point. 

Senator Hotianp. In the case of sugar in our State, where we are 
allowed to produce, as I recall, about 120,000 tons and could produce 
vastly more than that, we have relative prosperity; isn’t that correct ? 

Mr. Paarvperc. Yes, sir. 

Senator Hotianp. In the case of vegetables, where we produce about 
$160 million worth of gross value a year, it seems to me that we have 
a perfect illustration of the fact that a rather localized production, be- 
cause we are seasonal at the time when the rest of the Nation isn’t pro- 
ducing, is able to justify itself because if we find we produced more to- 
matoes this winter, for instance, than could possibly be absorbed with 
competition from those that come in from Cuba and Mexico at the same 
time, next year we will plant more beans and okra, or something else. 
Doesn’t that again illustrate the fact that these problems are somewhat 
localized, and that the more they are localized, the easier they are to 
deal with ? 

Mr. Paartpera. Yes, sir; Lagree with that. 

Senator Hotianp. Our State, with a total production of something 
over $700 million a year in value to the farmers, presents no great 
problem except—this is the point of my illustration—except where we 

roduce commodities such as cotton or peanuts, where there is a very 

arge producing area; also, the problem is more acute in cotton where 
their producing area is greater and the competitive production of syn- 
thetics enters the picture. Competition in cotton is greater than it is 
in the case of peanuts. Isn’t that true? 

Mr. Paartpere. Yes, sir. 

Senator Hotiann. The whole point of my comment is that the thing 
that makes your problem so complicated, 1s that you are not dealing 
with agriculture in a single State where the situation may be difficult 
or in a single commodity program where it may be relatively hard on 
the producer, but you are trying to make always a national analysis 
and present recommendations for a national program, and are adminis- 
tering the laws on the books in such a way as will promote the greatest 
level of national prosperity as possible. Isn’t that correct? 

Mr. Paartperc. That is certainly correct, Senator. If we could 
develop programs that could be applied to a particular commodity in 
a particular place without reference to the impact of these programs 
on the rest of the country, we could do a great thing for these local 
people. But being a national agency, we must take into account not 
only the effect on a particular commodity in a particular area, but 
the effect of other producers of this commodity in other areas, and 
other producers of other agricultural products in all areas. 

Senator Hoiianp. It seems to me, before I leave this point, that 
that is something we must never lose sight of in this whole picture, 
and that is what makes the job of a USDA expert a job that I would 
never undertake. Instead of fighting for dairy people in Minnesota 
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or Missouri or Florida, they are trying to see the dairy picture in a 
more general way, and they have to. And so with every other prod- 
uct, and it makes it about the most complicated job—I think that the 
witness would agree wtih me readily—that anybody could ever tackle. 

Senator Humpnrry. It is a complicated job. I think one has to 
sympathize on that. I am not unmindful of it, but it seems to me that 
what this boils down to is this: Wherever you have a program where 
you can have controlled distribution, controlled production, and man- 
aged prices through some kind of marketing agreement, or marketing 
order, or through a seasonal time of production, you are able to get a 
fair return. 

That is what it amounts to, and this is true of everything. This is 
true of where you have a strong labor union, where you have General 
Motors that sets the price of automobiles and doesn’t hesitate to raise 
them each year, and where you have the United States Steel that de- 
cides that it produces more than its competitors all put together so 
it decides what price it will set for steel. 

Wherever you have administered prices, the people are doing quite 
well. But out with my folks that are in the farm country, the chickens 
just don’t pay any attention to what somebody says they ought to lay, 
and the price of eggs runs up and down lke a child’s fever. Then you 
are in trouble. 

I say that the Department can do something about this, and since 
you will be in charge of Marketing Services, if you get this job, and 
you will be the man who can do something about it because the Gov- 
ernment of the United States, with its financial, fiscal policy, is the 
biggest single trader in the world—everything else is an economic 
pigmy compared with the Government of the United States when it 
comes to agriculture, and everybody else looks like a pauper compared 
to the Government of the United States when it comes to finances. 

Therefore, whatever the Government of the United States is willing 
to pay for money, establishes the markets. It is just so big that it 
dominates the markets, and what the Government of the United States 
does in marketing its agricultural commodities, establishes the market. 

You have so much borrowing authority. .You have such tremen- 
dous control over the market processes that if you make up your minds 
that these prices are going to go up some for agricultural commodities, 
they will go up. One speech by the Secretary of Agriculture can 
lower the price of commodities. 

Just as if Secretary Wilson today said, “You know, I think maybe 
the missile program is not what it ought to be. Maybe we cought to 
think about reducing it.” See what happens to the stock market right 
away on some big industrial concerns. Or if the Secretary of the 
Treasury today gets up and makes some statement on fiscal policy 
that is contrary to the present market conditions, he will lower it or 
raise it. Likewise the Secretary of Agriculture. 

Now, I say, and I am going to have to leave here, my point to you 
is when, if you become Assistant Secretary, you are going to be in a 
position of leadership. I don’t know a great deal about marketing, 
but I do know something about it. I know that markets have been 
depressed by the attitude of the Department of Agriculture, and I 
know that they have been depressed by what I consider to be domestic 
dumping. If there was as much concern about dumping of commod- 
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ities on the domestic market as there was on the foreign market, we 
would have had a better market position in this country. That is com- 
modity credit. It just is so big when it doesn’t manipulate itself right, 
things get out of hand. The farm commodities are high, or we have 
too much wheat, or something else, and this causes cele. It is per- 
fectly obvious that it causes trouble. As a matter of fact, if a trader 
were able to know what the Secretary is going to say tomorrow, he 
would make millions. Isn’t that true? 

Mr. Paarteerc. That is true. 

Senator Humrurey. So my point is, it isn’t just the program you 
have here; it is how this program is managed, and I am of the opin- 
ion that one of the weaknesses in the Department of Agriculture at the 
present time is not a weakness of mechanism. It isn’t even a weakness 
of law. It is a weakness of attitude. There has been the feeling in 
the Department that these farm prices are too high, and down they 
have come. 

Senator Symineton. Farm income for 1956 hit the lowest point in 
the past 12 years, yet national income is up 85 percent. Employees’ 
compensation is up 96 percent, and corporate profits are up 120 
percent in the same period. 

Would you consider this a normal situation ? 

Mr. Paarupere. I am not informed as to the source of your figures. 
If they are correct, I would say certainly that they are not a normal 
situation, nor a desirable situation, and I would say further that in 
our conduct of agricultural programs we are doing everything that 
we know how to do, Senator, to increase farm income relative to these 
other economic indicators that you have given. 

If there is any way, any constructive way that the Congress or any 
private citizens can point out the means by which we could raise farm 
income in a beneficial manner, this we would be most happy to imple- 
ment. We continually review our own programs with precisely that 
purpose in mind. 

Senator Symineton. Those figures came out of the President’ Eco- 
nomic Report. Don’t you agree that farm income is out of balance, 
therefore, with the rest of the economy ? 

Mr. Paartgerc. Yes, 1 do. And I would supplement that comment 
with the fact that again it is difficult to wahks statements in terms 
of aggregates. 

Now, the dairy farmers that Senator Holland referred to are doing, 
as he said, fairly well. 

Senator Humpurey. Where? 

Mr. Paarupera. In Florida. 

Senator Hotianp. Well, just a moment, if I may come in there. 

It isn’t just typical of Florida. It is typical of any area where there 
is a big local demand and no oversupply. 

Senator Humeruey. For fluid milk. 

Senator Hortzianp. And that applies to Florida and California, and 
the Houston-Dallas area, and Atlanta, and New Orleans, and right 
here in Washington. 

Senator Humpurey. Where they have tariff laws around so that 
we can’t ship in the milk from a normal producing area, a normal 
dairy producing area. Those marketing agreements were once set 
up so that there would be available supply. Take the Denver milk 
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shed, for example, which was once a deficit area, and today is a big 
surplus-producing area, because of fixed prices. 

Senator Horianp. If I can complete my statement, and I don’t 
fall out at all with what you are saying; I think it is true. For in- 
stance, in Vermont the milk producer Eis a chance to sell in a con- 
trolled market in the Boston milk shed area, or New York milk 
shed area. They are two of our largest milk consuming areas, but the 
— I am getting at is not to single out Florida, not to single out 

innesota or Missouri, but to point out the fact that the Department 
of Agriculture has to look at the national picture. In doing so, it has 
to administer the laws nationally which we pass. Our laws provide 
for setting up milk shed marketing agreements in any part of the 
country, and they have produced a relatively stable, satisfactory de- 
gree of prosperity in very large parts of the dairy producing industry. 
I am saying that without reflection upon anybody, because after all 
we passed a law, and we are trying to deal with this national picture 
which is a confused one, just as the Department of Agriculture has 
to deal with it in an even more specific way, because it has not all the 
choice that we have here in Congress, but has only the choice of ad- 
ministering the laws we passed. I think that makes it a very, very 
difficult thing to either pass upon or to judge the success of any 
program by looking at any particular point. 

Now, if you looked only at my State, you would say that it has 
been very successful. That isn’t a correct picture, of course, be- 
cause we are just a small part of the producing agricultural area. If 
you looked just at any other of the several different smaller producing 
areas that I could mention, the same comment could be made, but it 
is a fact that it is this great whole national production that we deal 
with here in Congress, and that the Department of Agriculture deals 
with under the tools we give them, and that makes the things so difficult 
a problem. 

Senator Symrineton. Dr. Paarlberg, what do you think is the reason 
why the Government expenditures for agriculture are almost twice as 
much this year as they were in 1954? 

Mr. Paartpere. Primarily because of the disposition of our ac- 
cumulated stocks of agricultural products. 

Senator Symineton. The Government has been spending—— 

Senator Humpurey. Wait a minute. Don’t let that just go. How 
much money have you used in 1956, forecast 1957—how much money 
did you use for the disposition of agricultural commodities as com- 
pared with 1954? 

Mr. Paar.pere. I can’t quote you those figures from memory. 

Senator Humpnrey. You couldn’t have used our 1 billion, because 
you didn’t have any more than that under Public Law 480. 

Mr. Paariperc. But we have many dispositions outside Public Law 
480. Our sales of cotton are largely for cash, and we experienced a 
loss of 6 cents, 7 cents a pound on each pound we sell. We ae 
a loss in the disposition of wheat not only through Public Law 480, 
but more importantly through the subsidy with which we export 
wheat for cash. We have disposed, during this past fiscal year, of 
commodities that have been accumulating over a period of time. We 
reflected these losses at the time we moved the commodity. 

Senator Humpnrey. But you also save on storage charges. 

Mr. Paartperc. Correct. 
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Senator Humpurey. On facilities. 

Mr. Paarteerc. And we have got to move them. 

Senator Humpueny. You make this blanket statement in response 
to the question of the Senator from Missouri. I think it would be well 
to know that in 1954 to 1956 the costs of the Department have gone up 
just about double, and you say that it is due to the disposition of agri- 
cultural commodities. 

I think I would like to know what difficulties you had m the dis- 
position of agricultural commodities during those two periods. 

Senator Symrneron. Mr. Chairman, I would request that Dr. Paarl- 
berg supply any figures which bear out his statement. I would request 
that they be placed in the record at this point. 

Mr. Paartperc. I will be happy to do that. 

(The information is as follows:) 














of Fiseal years | 
Net expenditures |_ ___| Tnereased 
oo 1957 
bie ek eT as tek oe a ee ——|—__—___ __ 
| Minions | Millions | Agattions 
Total, U. 8S. Department of Agriculture_- $2, 915 | $5, 020 $2, 105 
Commodity Credit Corporation (ineluding ‘special activities) _- 1, 526 2, 866 1,340 
Special commodity disposal sbietaw (including interna- 
tional wheat agreement, Public Law 480, titles I and IT) -- 133 | | 1], 271 1, 138 








1 Estimated as of June 30, 1957. Actual net i emplininhdiie through May 31, 1957, were $1,034,000,000. 


Senator Symrneron. For the record, I would like to say that in 
fiscal 1952, the last full year of the previous administration, the De- 
ron of Agriculture net expenditures were $1,045 million. For 

scal 1958, the estimated net expenditures for the Department of Ag- 
riculture are $4,956 million, almost. 5 times as much. I don’t think 
that it has been by any means two-thirds to three-quarters due to dis- 
posal of surplus, but I may be wrong on that. 

Mr. Paartperc. I will have to dig out the figures, because I don’t 
have them in my head. 

Senator Humpnrey. Would you yield on that subject, because it is 
germane to your question. 

Would it not be advisable to have, for example, information indi- 
cating what has been happening in terms of production and accumu- 
lated surpluses during this period of time, because the Department 
has been pursuing a theory that by lower farm prices and lower price 
supports, that you would cut down the production, and despite all of 
the efforts that have been made, I say that the production has not been 
cut, but the prices have. ‘The only thing that has been cut is prices and 
profits and net income, not production; I make this statement as a 
personal opinion and observation. My recollection is that the accu- 
mulation in Government stocks has gone up during this time rather 
than being reduced, and that the first appreciable dent in the Govern- 
ment stocks was in wheat and cotton this past year, under Public Law 
480 programs, and other sales programs. 

Senator Symrveron. Dr. Paarlberg, in a speech prepared for de- 
livery at West Millbury, Mass., on August 12, 1955, you stated: 


To some degree the alleged hutéiidibelash depression is a statistical depression 
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Could you tell us what you mean by statistical depression ¢ 

Mr. Paarrperc. These two things, I think, will document that state- 
ment. 

The statistics on farm income have generally been given without 
regard to changes in the number of farm people. We have tended 
to show the gross income of agriculture in recent years relative to some 
years ago, or what the net income is presently with respect to what it 
was some years ago, without taking account of the fact that the num- 
bers of farming people have, during those years, diminished. 

Now, per capita income, in my judgment, is more important than 
simply the raw figures. To the degree that we have overlooked the 
reduction in the number of farming people, the statistics on farm 
income have not correctly portrayed the income situation. 

Now, that is my first point. 

The second point is that our figures on farm income, even in terms 
of per capita aggregate together the incomes of those who produce 
the bulk of our agricultural products, some 2 million operators, and 
approximately 214 million farm operators who are either subsistence 
operators, or produce only a small amount of products, and who have 
very low incomes, and who, being very numerous, drag the per capita 
figure down below what it would otherwise be, and tend to make the 
comparison between farm and nonfarm income extremely unfavorable 
to farmers. 

Now, that particular practice does not, in my judgment, correctly 
represent the economic position of those farmers for whom our pro- 
grams are primarily developed. So for these two reasons, by the use 
of statistics in the conventional form, I think that the true economic 
osition of agriculture is not always correctly represented. That was 

hind my statement. 

Senator Humpurey. Senator Holland, it is now quarter of 1—— 

Senator Hortanp. Off the record. 

Discussion off the record.) 

Senator Horzianp. We will reconvene at 2: 30. 

(Whereupon, at 12:45 p. m., the hearing recessed, to reconvene at 
2:30 p. m., this same day.) 


AFTERNOON SESSION 


Senator Hottanp. The subcommittee will come to order. 

Senator Symington. 

Senator Symrneron. Dr. Paarlberg, I asked you a question about 
why Government expenditures for agriculture were almost twice as 
much this year as they were in 1954 and you answered that. I believe 
that is on the record, sir. 

Mr. Paartpere. Yes, sir. 

Senator Symineron. I was going to ask a couple of questions inci- 
dent thereto. The Government has been spending increasing amounts 
on agriculture but the farmer situation continues to grow worse. 

My question to you, sir, is, Do you think the situation would have 
been worse than it is, even worse if we had spent less money ? 

Mr. Paartpere. I think, Senator, if we had spent less money the 
farm situation would have been worse. I think that the big share of 
the money that has been spent in these past years has been to move sur- 
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plus farm products. Had we not moved these surplus farm products, 
our markets would have been even more greatly burdened tan they 
have been. Prices would have been lower and farm income, I think, 
would have been less. 

Senator Symineron. Do you think that his situation would have 
been better if we had spent more money ¢ 

Mr. Paarteere. I think, Senator, that we moved these commodities 
just about as rapidly as we could without demoralizing markets at 
home and abroad. I think if we had moved them much more rapidly 
and incurred sharply greater losses than we did incur, that markets 
would have likely have been demoralized and prices depressed and 
incomes reduced. 

I think that the activity in moving these surpluses in the last sev- 
eral years has been at very near an optimum rate insofar as it is pos- 
sible to estimate such a rate. 

Senator Symineron. In other words, the amount of money spent is 
just about right; is that it? 

Mr. Paartperc. Well, Senator, we wish it could have been less, but 
had we endeavored to hold these commodities in order to avoid losses, 
I think that the farmer’s situation would have been worse. The Gov- 
ernment money that we might have saved would have been more than 
offset by a worsened agricultural] situation. 

Senator Symineton. You say you think it would be worse if we 
spend less. Would you say you think it would be worse if we spent 
more? 

Mr. PaarteerG. Yes; your conclusion is logical. 

Senator SyMINGTON. if we had spent more in the soil bank would 
the situation have been better, do you feel ? 

Mr. Paartperc. You mean the acreage-reserve program ? 

Senator Symineron. Right. 

Mr. Paartpera. I think that the dollars spent on the 1956 acreage- 
reserve program did not reduce production as greatly as will be th 
case in the program for 1957. One could say the expenditures of that 
program were not fully justified by the accomplishment in the way 
of surplus reduction. I would say for the 1956 program the dollars 
that were spent did supplement farm income. They did not greatly 
reduce agricultural output. 

For the 1957 program the dollars that are spent I think will, to a 
much greater degree, reduce agricultural output and therefore achieve 
the true objectives of the program. 

Senator Symineron. In all good humor let me go back to my ques- 
tion. Do you think if we spent more in the soil bank would the situa- 
tion have been better ? 

Mr. Paarteerc. I would like to answer that with respect to the 2 
years. I think for 1956 the answer, a short answer, would be “No.” 

I think for 1957 the answer would be that our expenditures are 
very near what would be an optimum amount in view of the objectives 
of the program and the exigencies of the situation. 

Senator Symrneton. So again you feel in both cases that it is just 
about right ? 

Mr. Paartpera. These are difficult things to judge, Senator, as you 
recognize. 

Senator Symineron. I understand. I am just trying to be sure that 
the record shows what you think. 
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Mr. Paartperc. I think I have indicated as well as I can what is 
in my mind. 

Senator Symineton. Do you think the farmer’s situation would 
have been better if money had been spent differently in the periods 
in question, and if so how and why ? 

Mr. PaarvperGc. Are you referring now to the acreage-reserve pro- 
gram, Senator ¢ 

Senator Symrneton. No; I am referring to all the money that has 
been spent by the Agriculture Department. It is a great deal higher 


now than it was before. We spend nearly twice as much now as we 
did even say 3 years ago. 


Mr. Paarrpere. Yes. ‘ 
Senator Symineton. As I understand it, you think what we have 


spent is just about right. Now I ask if you think that it should have 
been spent differently ? 


Mr. Paartpere. Yes; I do. 

Senator Symrnetron. Are you satisfied with the program? 

Mr. Paarveere. I think the dollars could have a better spent 
had we, some years ago, altered our farm program so as to provide 
more opportunity for the market to express itself and more oppor- 
tunity for the farmer to make his own decisions and utilized the dol- 
lars for market building, for educational purposes, for research in the 
development of new products or the opening of new markets at home 
and abroad. 

Senator Symineton. Let me be sure I understand that. Would 


you read my question, Mr. Reporter, and then read the answer to 
that ? 


(Question and answer read.) 

Senator Symrneton. What do you mean by “more opportunity for 
the market to express itself” ? 

Mr. Paartpera. Less interference with market prices. 

Senator Symineton. Does that mean lower price supports or elimi- 
nation of price supports? 

Mr. Paartperc. It means opportunity for greater discretion in the 
establishment of price supports which discretion in my judgment 
should have been utilized in maintaining lower price supports for at 
least certain of the basic commodities. 

Senator Symineton. Now to be sure I understood, you feel that we 
would have been better off if we had lowered the price supports on 
the six basics; is that right ? 

Mr. Paarupera. If this authority had been provided—and I am not 
saying, Senator, that the price support should have been lowered on all 
six—lI think that on certain of them it would have been helpful to the 
farming people had this authority been granted and had it been used. 

Senator Symrnetron. How about cotton? 


Mr. Paaruperc. Cotton specifically is one commodity that I have in 
mind. 


Senator Symrineton. How about tobacco ? 

Mr. Paartpera. I wouldn’t know how to say about tobacco. 
Senator Symineton. How about rice? 

Mr. Paartperc. Rice I would put in the same category as cotton. 
Senator Symineton. How about peanuts? 


Mr. Paartpere. About peanuts, I don’t know. I would hesitate to 
make a judgment on that commodity. 
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Senator Symineron. How about wheat? 

Mr. Paartperc. This is another difficult one, I think one of our 
most difficult commodities. But I would be inclined to think that 
farmers generally would be in better position with respect to the com- 
modity wheat had there been authority available some years ago to 
exercise greater discretion in setting the ved of price supports and had 
this discretion been used so as to provide for a lower level of support. 

Senator Symincton. How about corn? 

Mr. Paartserc. | think corn would be in the same category as cotton. 

Senator Symineron. So that covers the basics. 

Now in the same talk at West Millburg, Mass., August 12, 1955, you 
stated : 

There is evidence that they may be somewhere near former modern-day periods 
of peacetime full employment. 

You were referring to the current price relationship you know / 

Mr. Paaripera. Yes. I think there was another phrase there, maybe 
not in that sentence but another one in which 

Senator Symrneton. I have only got this part. Would you give it 
for the record what you would like to add to that? 

Mr. Paarzeerc. I don’t have it with me but the added phrase would 
be “in a time of agricultural abundance such as we now have.” That 
would be the additional qualifying phrase. 

Senator Symrncron. Let me add it to be sure: “In time of agricul- 
tural abundance such as we now have there is evidence that they may 
be somewhere near normal for modern periods of peacetime full em- 
ployment.” The “they” would be the current price relationship right? 

Mr. Paarzteerc. Yes, which at that time I think was about 85 or 
86 percent of parity. 

Senstor Symincton. It was 84. 

Mr. Paarweere. 84, 

Senator Symrneron. And it is 84 now. 

Mr. Paartperc. Yes, I know. 

Senator Symineton. Do you consider this normal ¢ 

Mr. Parceerc. Well, it is difficult to say what is normal. I under- 
tcok at that time to render some sort of a judgment as to what might 
be a normal. I am sure that for certain products that present rela- 
tionships are not normal. I think for other commodities present rela- 
ships are perhaps above what we might call a normal. 

Senator Symrncton. Do you think the present average is normal ? 

Mr. Paarvpera. I think it would not be very far from the price 
relationship that would be expected to obtain in times like the present. 

Now, whether this is to be considered a normal thing or whether 
it is not is of course another question. But I would think that with the 
present and prospective capacity for production and with the present 
state of the economy, that the overall price relationship now of farm 
and nonfarm products is probably not markedly different from what 
the economic conditions would be expected to produce. 

Senator Symineton. In other words, you feel that 84 percent parity 
is normal; right? 

Mr. Paartpere. I think I would have to stay with the qualification 
that I supplied in the statement I have just made. 

Senator Symrneton. I am only trying to understand. And the 
qualification is again ? 
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Mr. Paarteerc. That we are in a time of very great abundance, 
that the prospect is for abundance. That efficiencies in production 
have been brought into being. Those would be the ee 

Senator Symineton. Do you think there ought to be a change in 
the parity formula? The theory of parity, as I understand it, was 
that the farmer was to obtain his fair share of the economy, and that 
parity itself, 100 percent parity, did not guarantee any profit. I like 
to use the word “justice” for 100 percent parity. 

In other words, a fair share. If 84 is fair, it is obvious that 100 
isn’t fair, and if 100 is fair it is obvious that 84 isn’t fair. 

From the standpoint of the concept of parity being a fair share, 
what are your thoughts with respect to that? 

Mr. Paartperc. My thoughts are these, Senator: That it is difficult 
in economic terms to equate parity with fairness, 

Senator Hotianp. Parity with what ? 

Mr. Paarieerc. Parity with fairness, with the concept of fair- 
ness. Parity is a price relationship that existed in 1910 to 1914, a 
period now over 40 years ago. Since that time there have been tre- 
mendous changes in the efliciency of production, both in agriculture 
and in nonagricultural pursuits. Costs of production have changed 
very sharply. There is even question as to whether back in the 1910 
to 1914 period this was truly a fair relationship at that time. If it 
was a completely fair relationship at that time, it does not follow 
automatically that it is completely fair relationship today, so I would 
say that it is extremely difficult to say that parity per se is a fair 
price commodity by commodity or in the aggregate for agricultural 
products. 

Senator Symincron. Would you recommend a change? First, 
wasn’t there a change in the party formula fairly recently, some 
adjustments made ? 

Mr. Paartperc. There was a change some years ago, a moderniza- 
tion of the parity formula, which is already in effect for a number of 
commodities and which is prospective for the others. This change 
affected the relationship of the parity price of one commodity to the 
parity price of another commodity, but it left undisturbed the over- 
all relationship of parity prices in agriculture to prices of nonagri- 
cultural products. 

We did also, Senator, I think the first of the year, send to the Con- 
gress a report on possible changes in the parity formula which you 
may have in mind. 

Senator Symrneron. You believe then, as I understand it, you do 
believe that. there should be a change in the parity formula? 

Mr. Paartperc. We so recommended in the report that we made 
to the Congress. 

Senator Symineton. Did that report represent your opinion? 

Mr. Paarvverc, Yes, it did; perhaps not in every detail, but in 
‘general, yes. 

Senator Symrneron. Would it increase the farmer’s income or 
reduce it ? 

Mr. Paartperc. Senator, I don’t think that changes in the parity 
formula, per se, increase or decrease the farmer’s income. 

Senator Symrnoton. That is a good answer, but let me put it to you 
this way: With the premise that parity stayed at 84, would your rec- 
ommendations increase or decrease the farmer’s income? 
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Mr. Paartperc. We didn’t recommend that it would stay at 84. 
We recommended bringing it up to date, which would, I think, have 
the overall effect of lowering parity prices by 2 percent: This was 
recommended, in addition to some other rather moderate changes. 

Senator Symrneton. On the basis of what you recommend, would 
parity at 100 reduce or increase the farmer’s income? It would 
work out the same, wouldn’t it? If it would be 2 percent down at 
84 it would probably be 2 percent down at 100, wouldn’t it? 

Mr. Paariperc. Yes, but of course, the thing that really counts is 
what happens to farm prices, what percentage of this old parity or 
this new parity you use for your support level, and what effect this 
has on the price actually received and on the production you can 
turn out and on the markets that you can get into. 

This is a complicated thing. I don’t think I could give a direct 
answer as to whether changes in the legal statement of parity would, 
per se, increase or decrease farm income. It would depend on how 

ou operated the programs and how the farmers conducted their 
Coie within the parity restrictions. 

Senator Symineton. Now, Doctor, I won’t pursue that further. In 
that same talk in West Millbury you stated: 

On a per capita basis, the historical relationship of farm and nonfarm in- 
come remains much as it has been for many years. 

Mr. Paartpere. This is true. 

Senator SyMineTon (reading) : 

It has not been basically upset. Minor divergencies in the directional move- 
ment of farm and nonfarm income have occurred before. By and large, what 
we have witnessed is the reestablishment of relationships which might be ex- 
pected with abundant production in a time of peace and full employment. 

Now, my first question against that statement is: Do you consider 2 
decline of 2 percent in farm income and an increase of 85 percent in 
national income during the past 12 years a minor divergence ? 

Mr. Paartperc. No; I do not, Senator, but I do not think it is as 
large a divergence as it appears to be when the figures are given in 
gross form, such as you have given them. When one takes account of 
the reduction in the number of farm people, when one puts income 
figures on a per capita basis, then, as I said in my talk, the relation- 
ship of farm to nonfarm income is basically the same as it was 40 years 
ago. 

Senator Symineton. Since 1952, do you consider the decline of 25 
percent in farm income and the increase of 18 percent in national 
income a minor divergence ? 

Mr. Paartperc. No; I do not, and I would make the same qualifica- 
tion that I made to your previous question. 

Senator Symrneron. In that same speech you stated, and I quote: 

There is little evidence that agriculture is going to pull us into a depression, 
as sometimes loosely charged. 

Just 15 months after that, on November 28, 1956, in my State, you 
said : 


If the farm segment of the economy is not prosperous, the Nation cannot long 
remain prosperous, and, certainly, today the farmers of the Nation on the aver- 
age are not prosperous by any reasonable set of relative standards. 
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Which of those statements do you want to-stand by today ? 

Mr. Paartpere. I think there is a considerable measure of truth in 
both statements, and perhaps less conflict than might, on the surface, 
appear. I think it is true that the economy today is less vulnerable 
to agricultural depressions than was the case a good many years ago 
when agriculture was a bigger segment of our economy. I think it is 
also true that, if economic conditions obtain over a period of time 
which are very difficult for agriculture, then, inevitably, this condition 
will spread to the rest of the economy and affect every citizen. 

Senator Symineron. Again referring to your relatively optimistic 
West Millbury, Mass., speech in August 1955, in which you stated farm 
prices were somewhere near normal, you also stated : 


On a per capita basis, the historical relationship of farm and nonfarm income 
remains much as it has been for many years. It has not been basically upset. 


But then later in Kansas City you said: 


Since 1951 farmers have long losing ground in both absolute and relative 
terms. The farm situation is still critical. Agriculture fs a relatively depressed 
industry compared with the rest of the economy. 

Which one of those do you want to stand by now ? 

Mr. Paartperc. The difference in those two statements, Senator, is 
that the one case I was referring to 1910 to 1914, or to what one might 
consider some sort of normal period, difficult as that may be to define. 
In the latter statement, made in your State, I was referring to the year 
1951, marking the downturn, relatively, for agriculture since that pe- 
riod; 1951 was during the height of the Korean war, at the time of in- 
flation, and at what certainly would not be considered a normal period 
for agriculture. 

Senator Symineton. Doctor, you gave a talk at the agriculture eco- 
nomic seminar at Cornell University, December 6, 1954, entitled “Eco- 
nomics in a Political Environment.” 

Mr. Paartperc. Yes, sir. 

Senator Symrneton. In that speech you told how the Agricultural 
Act of 1954 came into being, and you told of the role of the economists 
in the Department of Agriculture, and you said: 

Definite limits were imposed on our work from the start. There was the 
Republican platform. There were the campign promises. There was the Sec- 
retary’s policy statement. These were subject to interpretation within politically 
acceptable limits, but they, nevertheless, set boundaries within which the rec- 
ommendations coming from our studies were required to fall. 

What were the limitations imposed by the Republican platform? 

Mr. Paarteerc. The statements which appeared in that platform 
with respect to the desired freedom of farmers to make their own de- 
cisions with respect to stabilizing agriculture, with respect to prices 
and income. I cannot repeat them verbatim, Senator, but those were 
the general considerations that appeared in the platform, statements 
to which, of course, in our studies we gave what we deemed due 
consideration. 

Senator Symineron. You wouldn’t call a farmer making his own 
decisions a limitation, would you? You have been one who has been 
in the vanguard of those whob elieve in the maximum amount of free 
enterprise in the agricultural picture, to which I agree so long as it 
doesn’t operate against only a single component of the economy when 
other people are operating with support. But, if I may repeat what 
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you said, you said “definite limits were imposed on our work from the 
start.” Based on your philosophy, as I understand it, giving a famrer 
more right to make his own decisions wouldn’t be considered by you a 
limitation, would it? 

Mr. Paariperc. No, but this is true, Senator. We were endeavor- 
ing to review agricultural legislation and present to the Congress, as 
had been promised, certain recommendations, 

Now then, in doing so we did not begin without some direction, and 
one of the guideposts we had was the expressed view on the part of 
people in the administration that it would be desirable to the degree 
possible—I am not giving you an exact quotation but this is the 
thought—it would be desirable to the degree possible to have farmers 
exercise 2 maximum of freedom in making their own decisions as to 
what to plant. 

Now then one might have begun with another pore namely 
that it would be desirable to have the Government making as many 
cf these decisions as possible. We began with the former, as I have 
indicated. 

Senator Symineton. Do you feel that anything that had to do 
with 100 percent parity in the Republican platform was a restraint on 
what you thought would be right? 

Mr. Paartperc. We considered that to be a desirable objective to- 
ward which we would work. I don’t know whether this was a re- 
straint or whether it was a prod, but it was nevertheless one of the 
“givens.” 

*Sanatiit Symrneron. Do you feel that your efforts in the Depart- 
ment since your election have been designed to get 100 percent parity ? 

Mr, Paartzerc. To get as near that as we can, taking into consid- 
eration not only price but volume, cost and net income, yes, sir. 

If we could get 100 percent of parity for farm products, for all 
farm products and at the same time build our markets and give farm- 
ers freedom, this we would consider most desirable. 

Senator Symrneton. You have me a little mixed up on that because 
I thought a few minutes ago you felt that 84 percent was normal and 
that we wouldn’t want to agree that abnormality was a good program. 

What were the campaign promises that were listed that you men- 
tioned in the speech that limited your work in drafting the new agri- 
cultural bill? 

Mr. Paarueerc. I don’t recall all those speeches. There were a 
great many given. 

Senator Symrneron. You used the phrase, and let me repeat it to be 
sure, “there was the Republican platform.” 

Mr. Paartperc. Yes. 

Senator Symineron. Let me start at the beginning to be sure I 
don’t take anything out of context. You said: 

Definite limits were imposed on our work from the start. There was the Re- 
publican platform, there were the campaign promises and there was the Secre- 
tary’s policy statement. 

Mr. Paarvperc. Yes. 

Senator Symrneron. My question to you, sir, is what were the cam- 
paign promises that limited your work in drafting a new agricultural 
bill? 

Mr. Paarveerc. I don’t think “limiting” is quite the right word, 
that “guided” perhaps is better. And the campaign promises with 
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which we were most concerned were those that proposed an effort to 
improve the economic status of agriculture, to work toward 100 per- 
cent of parity in the market plac e to the degree that that could be 
accomplished, to try to free up agriculture so ) that the farmers could 
make their own decisions, and like “proposals. 

These guided our efforts and set our review in the direction of free- 
dom to the degree that it could be achieved, rather than toward gov- 
ernment controls to the degree that they could be imposed. 

Senator Symrneron. I am only trying to find out what you meant in 
the speech. As you know, in Kasson, Minn., President Eisenhower 
said— 


and here and now and without any ifs or buts I say to you that I stand behind 
and the Republican Party stands behind the price-support laws now on the 
books. This includes the amendment to the basic farm act passed by both parties 
in Congress to continue through 1954 the price supports on basic commodities at 
90 percent of parity. 

Mr. Paar.pere. Yes, sir. 

Senator Symineron. Your speech was made on December 6, 1954, 
when you said that limits were imposed on your work from the start. 

“There was a Republican platform, there was the campaign promises.’ 

Mr. Paartpere. Yes, sir. 

Senator Symincron. Wouldn’t this be, based on your previous testi- 
mony, wouldn’t that statement be a limitation on what you thought 
was right to do? 

Mr. Paartperc. As I say, I am not sure it was a limitation or 
whether it was a prod or whether it was a guide. In any case it did in- 
fluence our studies and our recommendations. 

We observed in all good faith the promises given by then Candi- 
date Eisenhower to maintain the law then on the books, which included 
support for the basic commodities at 90 percent of parity through the 
1954 crops, and the basic legislation then on the books included the 
Agricultural Act of 1949, which became, as you know, the effective 
legislation subsequent to the 1954 crop. 

Senator Symineton. You used the words “definite limits.” Would 
that. be what you were referring to? 

Mr. Paarrperc. Well, yes, call them limits. I might have used 
another word. 

Senator Symineron. Thank you. 

Now what policy statement did the Secretary make that was a defi- 
nite limit? 

Mr, Paar nerG. When the Secretary was appointed, there wis also 
at that time appointed a group of 14 people broadly representative of 
agriculture from various parts of the country. With the Secretary’s 
help and counsel they went to work and had a series of meetings, some 
3 or 4 meetings. T hey drafted a statement, about a 4- or 5-page state- 
ment, a general statement of policies which the Secretary issued I think 
a week after he came into office. It set the general tone of his think- 
ing and the thinking of his advisors with respect to agricultural poli- 
cies. 

In doing our studies and preparing our recommendations, we took 
what we considered to be proper account of that general objective. It 
would indeed have been difficult to prepare recommendations that lay 
far outside this statement of policies. 

Senator Symrneron. What was the name of that committee ? 
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Mr. Paartperc. We called it the 14-man advisory committee. 

They were appointed by the President, 14 men, and they served for 
I think some 6 months or so after which by Executive order the Na- 
tional Agricultural Advisory Commission of 18 men was appointed to 
do in general the same sort of thing. 

Senator Symineron. How many farmers were on that committee? 

Mr. Paartpera. Twelve. 

Senator Symineron. All farmers? 

Mr. Paarrpere. 12 of the 18—are you speaking now of the 14, the 
earlier group ? 

Senator Symineron. Right. 

Mr. Paartperc. That I cannot say, Senator, I can’t say precisely, 
but I would say that of the 12, 4 or 5 were farmers. 

Senator Hottanp. You mean of the 14? 

Mr. Paarupera. Of the 14. Of the 14, I don’t know, 5,6 maybe. Of 
the National Agricultural Advisory Commission, which superseded 
this earlier group, 12 of 18 are farmers. 

Senator Symrneron. Would you be good enough to put that in the 
record ? 

Mr. Paaripere. I will be glad to look that up; yes, sir. 

Senator Symineton. What would you have done or recommended 
if there hadn’t been these definite limits? 

re Hoiianpb. Just a moment. Did you want the names ot 
the 18 ? 

_Senator Symineron. Yes, Mr. Chairman, if I may, and the occupa- 
tions. 

Mr. Paartgerc. We will provide that. 

Senator Symineton. Thank you. 

(The information is as follows :) 


FOURTEEN-MAN ADVISORY COMMITTEE 


The composition of the original 14-Man Interim Advisory Committee, appointed 
by President Eisenhower subsequent to his election, for the purpose of advising 
with the Secretary of Agriculture on agricultural policy, is here shown. Addresses 
and occupations of the members are likewise shown. 


W. I. Myers, chairman (farmer and dean), dean, New York State College of 
Agriculture, Cornell University, Ithaca, N. Y. 

D. W. Brooks, Georgia Cotton Producers Association, Atlanta, Ga. 

Harry B. Caldwell, North Carolina State Grange, Greensboro, N. C. 

Robert R. Coker, (seedsman), Hartsville, S. C. 

John H. Davis, National Council of Farmers’ Cooperatives, Washington, D. C. 

Homer Davison, American Meat Institute, Chicago, II1. 

Carl Farrington, Archer-Daniels-Midland Co., Minneapolis, Minn. 

Chris Milius, Nebraska Farmers’ Union, Omaha, Nebr. 

Albert Mitchell, (rancher), Tesquesquite Ranch, Albert, N. Mex. 

Dr. Harry J. Reed, College of Agriculture, Purdue University, Lafayette, Ind. 

Romeo Short, American Farm Bureau Federation, Stuttgart, Ark. 

Milo Swanton, (farmer), Wisconsin Council of Agriculture, Madison, Wis. 

Jesse W. Tapp, Bank of America, San Francisco, Calif. 

Bert Wood, Agriculture Economics Department, Oregon State College, Corval- 
lis, Oreg. 

NATIONAL AGRICULTURAL ADVISORY COMMISSION 


The present composition of the National Agricultural Advisory Commission, 
set up by Executive order of the President on July 20, 1953, is as follows. Ad- 
dresses and occupations of the members are likewise shown. 


W. I. Myers, chairman (farmer and dean), dean, New York State College of 
Agriculture, Cornell University, Ithaca, N. Y. 
Roswell H. Anderson (farmer), Wibaux, Mont. 
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Robert Armstrong (farmer), Rural Route 3, Monmouth, Il. 

George D. Bailey (farmer), Rochester, Vt. 

Harry J. Beernink, general manager, Washington Cooperative Farmers Associa- 
tion, 201 Elliott Avenue, West Seattle, Wash. 

W. Aubrey Calloway (farmer), Bosco, La. 


Homer R. Davison, vice president, American Meat Institute, 59 East Van Buren 
Street, Chicago, Ill. 


Arthur B. Evans (farmer), Cedarville, Ohio 
Tom J. Hitch, Tennessee Farm Bureau Federation, Box 313, Columbia, Tenn. 


O. B. Jesness, Department of Agricultural Economics, University of Minnesota, 
St. Paul, Minn. 


Arthur C. Lawrence (farmer), Route 3, Apex, N. C. 

James J. Love (farmer), 121 North, Quincy, Fla. 

Chris Milius, 306 North 48d Street, Omaha, Nebr. 

Albert Mitchell (rancher), Tequesquite Ranch, Albert, N. Mex. 

Milo K. Swanton (farmer), executive secretary, Wisconsin Council of Agricul- 
ture Cooperative, 205 Tenney Building, Madison, Wis. 

Ben Swigart (farmer), Mooreland, Okla. 

Jesse W. Tapp, chairman, board of directors, Bank of America, 660 South Spring 

Street, Los Angeles 54, Calif. 

Alvin Wiese (farmer), Bagle Lake, Tex. 

Senator Symrneron. What would you have done or recommended if 
the Department had not been restrained—I want to use your exact 
words—if it had not been that “definite limits were imposed on our 
work from the start, the Republican platform, campaign promises, the 
Secretary’s policy statement.” 

If there hadn’t been those three things what would you have recom- 
mended at that time? 

Mr. Paarteera. Of course, Senator, large numbers of us worked on 
this program, some 500 people in all, and I cannot speak for the others. 
I can, however, speak for myself which in good faith I will do. 

I think that as far as my own work was concerned, and such influ- 
ence as I may have exercised, I think that these would not have been 
greatly different had there been no such limitation or restraint or 
guidance, because by and large my own personal philosophy is very 
closely associated with that of the Secretary and with that of the people 
who helped him in preparing his policy statement. I don’t feel that 
for my own part, that this limitation, if we call it that, that it exer- 
cised a very sharp influence. 

Senator Hottanp. May I make a suggestion ? 

Senator Symineton. Yes, sir. 

Senator Hotzanp. I would hope that you put in the list not only of 
the 18 now but of the 14 then and give the full names. 

Mr. Paarteerc. We will do that, Senator. 

Senator Arken. And occupations. 

Mr. Paaruperc. Yes, we will do that. We have those in our records. 

Senator Symrneton. I don’t want to pursue this, but it is very im- 
portant to us to know how you feel because your philosophy is going 
to have a major impact on the agricultural economy of the country. 
I appreciate at any time you speak that you just speak for what you 
think is right. ! 

My question is when the President said—and I ask this based on 
that speech which was made in the last part of 1954, the President 
said—in the campaign: 

The Republican party is pledged to the sustaining of the 90-percent parity 


price support, and it is pledged even more than that to helping the farmer obtain 
his full parity, 100-percent parity with the guaranty of price supports of 90. 
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Wouldn't you say that was one of the campaign promises that was 
made that worries you in your basic philosophy of price supports in 
general ? 

Mr. Paartperc. Of course, that statement is subject to interpreta- 
tion. If one interprets it as I do, as applying to the laws then on the 
books and to the desire to obtain as high a price for agricultural prod- 
ucts as could be done consistent with the farmers’ overall economic 
interest, then I find no difficulty whatever with the statement. 

If it is interpreted narrowly as meaning that price supports should 
be guaranteed at 100 percent of parity from now on without reference 
to other economic considerations, which I don’t think is the proper 
interpretation, then it would indeed have caused me personally some 
concern. 

Senator Syminoron. I don’t think he said the price supports would 
be guaranteed at 100 percent. I think the statement Yomi said it 
would be guaranteed at 90. 

Mr. Paartperc. For the period that the law then prospectively was 
to be on the books, for 2 years. 

Senator Symineron. That is right. And then in the speech you 
said: 


We had to come up with a program that gave a substantial amount of price 
support. Nevertheless, it had to mark a change in direction from the programs 
of the past with their tidal drift toward increasing agricultural regimentation. 

What do you mean by “we had to provide a substantial amount of 
price support”? Why was it necessary ? 

Mr. Paartzera. For two reasons. One, in the interest to farmers 
and, second, to comply with the promises that had been made. 

Senator Symrneron. If you had had your way at that time and no 
promises had been made, would you have cut the price supports at 
that time? 

Mr. Paarteerc. That is a pretty difficult question. 

Senator Symrneron. It is a hypothetical question. 

Mr. Paarteera. It is hypothetical. 

Senator Symineron. If you would rather not. answer I can fully 
understand that. I was just trying to follow what you meant by the 
language of your talk. 

Senator Aiken. Would the Senator yield for a minute? 

Senator Symrneron. Yes. 

Senator Arxen. I might point out that in those commodities where 
it was permissible to cut the price support immediately, that that sup- 
port was not cut for a year afterward. There was a year of grace 
given there. That is particularly true of dairy products. 

Mr. Paartperc. Yes. 

Senator Symineron. I thank the Senator. We will drop the 
question. 

Mr. Paarteerc. All right, thank you. 

Senator Symineton. Your talk continued: 


How much economic commonsense is there in this program? Perhaps as much 
as the political climate would allow. 

Would you care to comment on that 

Mr. Paartperc. Yes; 1 could comment on that. I think, again using 
the commodity with which you are very much concerned, cotton, 
there has been built up over a period of years a great deal of senti- 
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ment on the part of farmers for high level price supports. This has, 
I think, been so frequently expressed on the part of farmers that it 
has been one of the near imperatives for the people who represent the 
farmers, albeit, in my judgment as an economist, not in the long-run 
interest of cotton farmers. 

Now that this is one of the “givens” in the legislative situation you 
certainly would not deny and I would not. It becomes one of the 
considerations that one must weigh when he makes a recommendation 
regarding legislation. 

It was that thought which I had in mind, that there are attitudes 
firmly imbedded in the thinking of farming people and their repre- 
sentatives that must be accounted for, that on the basis of objective 
analysis perhaps are not in the long-run interests of the farmers 
themselves. 

Senator Hottanp. Will you yield for a question there? 

Senator Symineron. Yes, indeed. 

Senator Horianp. At that time they were likewise embedded in the 
existing law. 

Mr. Paartpere. Yes, sir, that is true, certainly. 

Senator Syminetron. But the Agricultural Act of 1954 lowered price 
supports of all the basics; didn’t it ? 

Mr. Paartperc. The Agricultural Act of 1954 permitted flexibility 
in the establishment of price supports for the basie commodities be- 
tween 8214 and 90 percent of parity. The previous legislation had 
made them mandatory at 90 percent of parity, so it provided disere- 
tionary authority to lower the level of price supports. 

Senator Symineron. And then you continued in your speech, and 
[ will read the first line that I have because I don’t want to read it ont 
of context: 


How much of economic commonsense is there in this program? Perhaps as 
much as the political climate would allow. 


Then you continued : 

The extremely narrow margin by which it passed the Congress is evidence of 
that fact. Certainly it involves a change in direction to afford more reliance on 
the forces of the market. It provides a beachhead of price flexibility which may 
in time be enlarged. This accomplishment was noteworthy coming as it did in 
an election year when declining farm prices and in the face of repeated warn- 
ings that farmers would punish at the polls those who would vote lower price 
supports. So I appraise it as a victory for economic commonsense though not 
so decisive a victory as many of us would have liked. 

What would have made the victory more decisive in your opinion ? 

Mr. Paarueerc. Well, I think it would have been more decisive had 
the recommendations of the Department been followed, namely, that 
price flexibility be allowed between 90 and 75 percent of parity. In- 
stead of that flexibility was allowed between 90 and 8214 percent of 
parity. ; 

Senator Symineron. Since you have been with the Department, do 
you know of any recommendations that have been made by the De- 
partment of Agriculture to raise the price of any commodity ? 

Mr. Paarveere. Oh, yes. 

Senator Symineton. You do? 

Mr. Paarueerc. Yes; in the agricultural message of 1956, the Presi- 
dent. recommended raising the level of price supports for soybeans 
I believe it was. This is one illustration. There have been others. 
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Senator Symineron. Can you think of any others? 

Mr. Paarteerc. Following the debate on the agricultural legisla- 
tion of 1956, price supports were raised on the recommendation of the 
President and with the concurrence of the Secretary for a number of 
commodities. 

There have been a number of occasions, Senator, when for a par- 
ticular commodity if the circumstances warranted, recommendations 
have been made for increased price supports, and where administra: 
tive authority existed such increases have been brought about. These 
have not been well publicized, but they have occurred, not generally 
but in particular situations. 

Senator Symineton. Mr. Chairman, would it be in order to ask 
the witness to put a list of such cases into the record, because he may 
have a lot of instances that would support his point that there were 
recommendations in respect to raising prices ? 

Senator Hottanp. Just to make it clear for the record, do you mean 
recommendations which emanated from the President or from the 
Secretary of Agriculture, or recommendations which were reflected 
in a rising price support under law that was then existing? 

Senator Symrneron. Mr. Chairman, I would like to say that 
wherever the Secretary of Agriculture or anybody working for him 
recommended a raise in price of any farm commodity, that was not 
caused or directed by law. 

Mr. Paartpere. I will be glad to do that. 

Senator Arxen. If the Senator will yield, I think in 1955 the _ 
ports for feed grains were up from the year before. That would 
1 year when the support a be greater. 

( Off the record. ) 

Senator Symineron. I just would like to know any place where the 
people now in charge of this administration in the Department of Agri- 
culture, put out any directive or legal requirement or any directive 
from the President where they recommended an increase in the price 
of any farm commodity. 

Mr. Paarteerc. We will be glad to submit that. 

Senator Arken. While they had the authority to make the increase 


and made the increase, I wouldn’t think a recommendation would be 
necessary. 


( Off the record. ) 


Senator Symrneron. The distinguished Senator from Minnesota 
pessrated the fact that the Department of Interior at times suggested 
igher prices for domestic mines. My colleague, the able Senator from 
Oklahoma, questioned the raise of the interest rate on the part of the 
Secretary of the Treasury. I know also the Department of Commerce 
has recommended increases in the tariff. 

In the case of the Department of Agriculture so far as Missouri is 
concerned, I don’t ever remember any voluntary suggestion of a price 
increase at any time by those who are presumably representing the 
farmers in that Department. That is what I was getting at. 

(Off the record.) 

Senator Symrncron. Automatically the price of cotton goes up, does 
it not, as the surpluses are reduced ¢ 

Mr. Paarteerc. That is correct. 


Senator Symrneron. I don’t mean that type and character of an 
increase. 
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Mr. Paarteerc. I think we will be able~to understand from the 
record just what it is you are requesting and we will be able to provide 
the answer. 

Senator Symrneton. Thank you, sir. 

(The information is as follows:) 


Commodities where support level was increased above the preceding year as a 
percent of parity, excludes basics 











Item Support Percent Dollars per unit 
year of parity 
ee: “a sal i 1954 75 | $0.562 pound. 
1955 76 Do. 
1956 81 | $0.586 pound. 
Milk for manufacturing . 1954 75 | $3.15 hundredweight. 
1955 80 Do. 
1955 84 | $3.25 hundredweight. 
Wee. 243..3i i SecA ES ; 1954 90 | $0.532 pound. 
1955 106 | $0,620 pound. 
Mohair. ; {S ; 1952 75 | $0.572 pound. 
1953 80 | $0.607 pound. 
1954 83 | $0.643 pound. 
1955 91 | $0.700 pound. 
1956 92 Do. 
EWG GEES coco 3 ceo as 7 ; ‘ 1955 60 | $51.06 ton. 
1956 65 | $53.76 ton. 
Dry edible beans- ---.-.-.--- . A salle arsenal 1952 85 | $7.87 hundredweight. 
1953 87 | $7.79 hundredweight. 
COO ae icine ttn Guidinnt énkecthqegivtentedat 1955 65 | $46.34 ton. 
1956 70 | $48.60 ton. 
OOO ab ine ocdesevecissdtabis --svbenseegabeel 1955 70 | $2.04 bushel. 
1956 75 | $2.15 bushel 
Deen. 2 2 i. dae Sie Mbadudeeed 1955 65 | $2.91 bushel 


1956 70 $3.09 bushel. 


Senator Symrncron. Now when you said that the law provides a 
beachhead of price flexibility which may in time be enlarged, then you 
said you appraised that as a victory for economic commonsense, you 
don’t mean that you believe that those of us who believe in high fixed 
price supports have no economic commonsense; do you ? 

Mr. Paartpere. That was probably an unfortunate and perhaps an 
unwise phrase, Senator. 

Senator Symineron. All right, sir. Now when you previously ap- 
peared before this committee, we devoted time to the question that you 


had asked in one of our talks “are there too many farm families”. 
You answered: 


If I could impose my own value judgments on large numbers of people in agri- 
culture, my answer would be “yes.” 


Then you said: 
summing up I said I think that the level of economic well-being would be lifted 
if certain numbers of people were to shift from agriculture to urban employment. 

As an economist who is familiar with the figures and statistics and 
the charts pertaining to agriculture, how many farmers do you think 
would have to shift from agriculture to urban employment in order to 
raise the economic level of well-being of those in agriculture to a de- 
sirable level ? 

Mr. Paartperc. I simply cannot answer that question, Senator. 

Senator Symrneton. You think that is too theoretical ? 

Mr. Paar.perc. That involves far more knowledge than I would 
have or anyone would have for that matter. It would involve both 
value judgments that are difficult for any individual to make and it 
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would involve a knowledge of the effect of economic factors that our 
research has not yet made available to us. 

Senator Symineron. All right. It would be a good many farmers, 
though, wouldn’t it, based on the testimony? It would run into the 
hundreds of thousands, wouldn’t it ? 

Mr. Paarteera. I think it would be a goodly number, depending on 
some of the imponderables that are essential in this problem. 

Senator A1rken. Would the Senator yield ? 

Senator Symineron. Yes, sir, of course. 

Senator Arxen. Are you familiar with the report which was issued 
about a year ago by the Committee for Economic Progress ? 

Mr. Paartperc. Yes. 

Senator Arken. I think Mr. Patton sent a copy of it. 

Mr. Paartperc. Yes. 

Senator Arken. Would you be inclined to agree with that report 
which indieated that 900,000 farms receiving a gross income of less 
than $2,500 a year should be abandoned or integrated with other 
larger farms? Would that bea fair figure? 

Mr. Paar.eerc. I wouldn’t know whether the figure is really a 
proper one, whether it should be larger or whether it should be smaller, 
but there was a judgment rendered by those who prepared the report 
after some study of this matter. 

I wouldn’t know, but this is simply an additional piece of counsel 
that comes to us from this particular source. Other counsel has come 
to us from other sources, generally of the same direction if not of the 
same magnitude. 

Senator Symineton. Now your predecessor said as reported by the 
Denver Record-Stockman on March 10,1955: 

Agriculture is now big business. Too many people are trying to stay in ag- 
riculture that would do better someplace else. Farming takes capital and 
managerial capacity. 

Do you agree with that? 

Mr. Paartperc. If I were saying it myself, I would use somewhat 
different words to convey a slightly different meaning. That is a 
fairly bald and bold statement that he has there. 

Senator Symrneton. Let me read it to you again if I may. Then 
you say it the way you would rather have it said: 

Agriculture is now big business. Too many people are trying to stay in agri- 
eulture that would do better someplace else. Farming takes capital and mana- 
gerial capacity. 

Mr. Paartzerc. I would certainly endorse the third sentence. I 
would not use the second sentence in which a value judgment is ren- 
dered as to whether a person should be in agriculture or whether he 
should not, and I think that is something that the person himself 
should decide. I would modify the first sentence in which he says 
agriculture is now big business. I don’t believe that that is quite true. 
I think that, compared with other businesses, agricultural units are 
still relatively small however measured, whether in terms of dollars 
investment or in terms of the size of the labor force. I think the size 
of our farms is increasing, but I don’t believe that it is quite proper 
to characterize it as big business. 

Senator Symrneton. One of President Eisenhower’s assistants, Mr. 
Gabriel Hauge, told a group of students from an agricultural col- 
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lege—I quote from an article of March 20, 1956, in the Minneapolis 
Tribune. He states: 


It is inevitable the small farms will be absorbed by larger farms because 
of technical progress. 

Do you agree with that? 

Mr. Paarvperc. Well, again, I would like to make some modifica- 
tion. I think there is a trend of the sort that Dr. Hauge suggests, 
but I think that there are undoubtedly many small units that will 
continue even for a great many years, despite this technological 
progress, simply because the people prefer to live in the country, be- 
cause they prefer not to be integrated into this technological advance 
or for other reasons that seem good to them. 

I don’t think that as a result of this technological progress that all 
the small units are going to be absorbed or liquidated. f think many 
of them will continue for a long period of time. 

Senator Symrneton. It is interesting, these arguments about the 
too many farmers theory. Is there any argument that is used against 
the size of the family-sized farm that is not actually used or could 
not be used against other small business? 

Mr. Paartperc. An argument against these small 

Senator Syminetron. In other words, aren’t the protests of the 
people who believe in the family-sized farm comparable to the pro- 
tests of those who believe it is essential to maintain small business and 
vice versa 4 

Mr. Paarteerc. Well, I think there is a close association there, but 
I think there is also a distinction. If one goes back and reads Thomas 
Jefferson, for example, and even before him, you get the notion of 
what we call agricultural fundamentalism, that the roots of democracy 
ure closely associated with a land-based people, and that this is good 
from the standpoint of overall political stability. The country is a 
good place to live, it breeds responsibility and integrity and stability 
wand all these things. 

This is a belief that ties into agriculture to a greater degree, I think, 
than it ties into the notion of small business. I would say they are asso- 
ciated but to a degree are different. 

Senator Symrneron. By the way, do you agree with the theory of 
«gricultural fundamentalism / 

Mr. Paaruperc. I think there is much merit to it, Senator. I don’t 
co as far as those who are its most ardent advocates, and I certainly 
don’t go along with those people who dismiss the notion as nonsense. 

I think that there are many people who overstate the desirability of 
x population with a high percentage of rural people. At the same time, 
| think there are many people who overlook the genuine advantages 
that there are from having a substantial number of our people engaged 
in agriculture. ied A 

Senator Symrnoton. Quoting some more from that article in the 
Minneapolis Tribune, Mr. Hauge is quoted as telling a friend who is 
being squeezed off the farm that he should “Leave the farm an¢ go to 
work in a Caterpillar tractor factory.” Do you agree with that advice ¢ 

Mr. Paartrerc. I would have to know the man and have to know 
the circumstances. Advice of that sort I think is justified only if one 
has a close knowledge of the particular circumstance, which I do not 
have. It depends on the person’s own liking for agriculture as com- 
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pared with urban employment, and on what his financial situation is 
and what his skills are and what his alternatives are and what not. 
I couldn’t either agree or disagree with that statement until I knew 
more than I presently do. 

Senator Symineron. If they were laying people off due to either 
automation or lower business activity it would be rough to get him 
wu job there if he left the farm, wouldn’t it? 

Mr. Paarperc. It certainly would. Under those circumstances it 
certainly should not be recommended. 

Senator Symrneron. The United Press quoted Under Secretary 
Morse on April 24, 1953, as saying that he felt— 
it would be better if the marginal farmer got out of farming and into industry 
and his land were turned over to grass or trees or other soil conservation practices. 

Do you agree with that? 

Mr. Paareerc. In the first place, I am not sure that Mr. Morse made 
precisely that statement. I have heard that statement attributed to 
him. I do not recall in any of his speeches that he made precisely 
that statement. I personally would not agree with that statement. 
There are aspects of it that to me seem reasonable but I would certainly 
not state it in precisely those words, and I don’t think for that matter 
that Mr. Morse did. 

Senator Symineron. At the same meeting the United Press, which 
is supposed to be a responsible organization, said that— 

Assistant Secretary John H. Davis stated that farming today can no longer 
be considered a haven for those with “less than average ability.” 

Do you think that farming is a haven for those with less than aver- 
age ability ? 

Mr. Paartpere. I certainly do not. I think that modern-day agri- 
culture, as practiced by those people who produce the bulk of our food 
and fiber, is a highly skilled operation calling for a variety of skill 
and a degree of skill far greater than called for my many comparable 
vocations. I say this with some conviction having been a farmer 
and having been close to agriculture through all the years. 

Now I think it is true that in the past and today in certain areas 
where subsistence farming exists or where subsistence farming did 
exist, a man who doesn’t have a great deal of skill can keep himself alive 
based on the land where he might have greater difficulty in the com- 
petitive urban environment. 

But I don’t consider it a credit to agriculture that it be considered 
as a haven for incompetent people. That is not in my judgment an 
appropriate objective of agricultural policy. 

senator SymineTon. With these lower price supports, lower prices, 
and the cost-price squeeze, the big operators can last a lot longer than 
the small farmers can, can they not ? 

Mr. Paartperc. This is sometimes true, Senator, but not invariably. 
I think that there are many types of agriculture in which the family 
farm of the type and size that we conventionally picture, that this can 
outlast the large mechanized commercialized enterprise. I don’t think 
it is true that the large specialized commercialized outfit employing a 
lot of labor is going to be able to out compete the family farm. 

I think that the family farm is particularly strong in the area of live- 
stock production where individual managerial decisions are important. 
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I think that in. many cases it can weather hard times better than can a 
large commercial unit with a lot of fixed costs. 

I am not as pessimistic of the family farm as some people are. In 
fact, I am optimistic about its future. 

Senator Symrneron, You made a statement October 1, 1950, in 
which you indicated the main effect of price supports is to take dollars 
from one group and give them to another group. Is this how you 
really feel about the role of price supports in our economy ? 

Mr. Paarteera. I think that price supports can have that effect if 
they are set at an inappropriate level, and I think in certain circum- 
stances they have had that effect. 

It may be quite appropriate as a part of public policy to alter the 
incidence of income, and I am not adverse to such programs if they 
are truly constructive. But if they transfer income and in so doing 
do not result in a more equitable distribution of the income, then I 
do not think that they are constructive programs. 

Senator Syminetron. Here was your statement: 


Price supports for farm products are based on the assumption that a dollar 
is worth more in the pocket of a farmer than in the pocket of anyone else. 

Mr. Paartperc. This may or may not be a correct assumption de- 
pending on the circumstances, in my judgment. 

Senator Symineton. I am only reading to you what you said. 

Mr. Paartperc. I know that. 

Senator Symineron. I might say if I were a farmer, I would think 
it would be more important for me to have the dollar in my pocket 
than maybe for some other people. 

Mr. Paartperc. But if you were a wealthy farmer producing 100,- 
000 bushels of grain, it might not be in the public interest to transfer 
additional dollars into your pocket. 

Senator Symineton. You had better let me read this quote all the 
way through. 

Mr. Paarteerc. All right. 

Senator Symineron (reading) : 


Price support for farm products are based on the assumption that a dollar 
is worth more in the pocket of a farmer than in the pocket of anyone else. I 
do not intend to inquire into the merits of this assumption though I have many 
doubts concerning it. In any case we are engaged in the process of transferring 
dollars from pocket to pocket even though a considerable amount of change is 
lost in the process. 

It intrigues me about that change lost in the process. I think there 
is something like 50 million people in this country involved in the 
business of distribution. 

You are not taking a cut at all those people, are you ? 

Mr. Paartperc. No; I am talking about the cost of administering 
these programs. 

Senator Symincton. Engaged in the process of transferring dollars 
from pocket to pocket. Just what do you mean by that? 

Mr. Paarveerc. I mean the effect of these price supports is to in- 
crease the number of dollars going into certain pockets and to clecrease 
the number of dollars going into other pockets and that in adm inister- 
ing this program certain costs are incurred. You don’t put as many 
dollars into certain pockets as you must take out of the other pockets. 

As I indicated in this statement, I am not passing judgment on the 
overall appropriateness of doing this particular thing. If I were to 
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add a footnote I would say that in certain cases this probably is in 
the public interest. In other cases, if the distribution of income after 
you are all done is less equitable than it was to start with, this is not 
in the public interest. 

Senator Symineton. So that when you say a considerable amount 
of change is lost in the process, that is incident to the bureaucratic reg- 
ulation of the program, is that correct ? 

Mr. Paartperc. That’s right. 

Senator Symineron. You previously stated that you were an ad- 
vocate of the sliding scale price support law promulgated by the ad- 
ministration. Would you explain to us how surpluses have actually 
increased under this law when one of the main talking points in its 
original sale was that it would reduce surpluses? 

Mr. Paarteerc. Are you asking for a comment ? 

Senator Symineton. Yes. 

Mr. Paarvperc. I think that our surpluses, Senator, are presently 
less than they would be had we continued mandatory price supports 
at 90 percent of parity. I think that the big factor which we often 
do not speak of in connection with the surplus accumulation is the 
technological revolution through which agriculture has been going. 
I think the impact of this revolution on supplies has been increased 
by the fact that we have held prices at incentive levels. 

Senator Symineton. Now, is it not true that production has in- 
creased practically every time you have decreased the price support, 
just the opposite reaction that you claimed would happen ? 

Mr. Paarveerc. This has happened on a number of commodities. 
It has. happened for those commodities which were not under con- 
trol, such as the feed grains, the acreage of which was expanded as a 
consequence of taking acres out of wheat and cotton. I think that 
this is, a development which is attributable to the availability of 
diverted acreage rather than the reduction in the level of price sup- 
ports. 

Senator Symrneron. Can you name commodities which have not 
increased. in output when supports were dropped in recent years! 

Mr. Paartperc, Commodities which haye not increased in pro- 
ctuction when prices were dropped ? 

‘Senator Syrmrncron. Yes. 

Mr. Padrtperc. I would have to study the statistics on this. The 
pertinent.figure would be the acreage that is planted rather than. the 
production in bushels than in tons, because weather is an important 
factor here. Certainly the livestock products have decreased in pro- 
duction when prices declined. This is true of hogs. 

Senator Symineron. I was talking about supports. 

Mr. Paarteerc. I would have to review the statistics commodity by 
commodity to determine. 

Senator Symincron. May I ask, Mr. Chairman, that Dr. Paarlberg 
put; in the record a list of the commodities that have not increased in 
output when supports were dropped in recent years. 

Senator Hortzanp. Without objection that is so ordered. 

(The information is as follows :) 
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Years when. price support (per unit) was less than prior year and was accom- 
panied by a reduction in acreage planted or a drop in production 








WHEAT 
Year Support Acres Production 
Dollars per Million 
bushel Million bushels 
1954_.. $e hctmngintencathelancimcdtie nse 2.24 62.5 983. 9 
Beeeeets pt BL. Pid, Scvostniicbrintnnel iene 2. 08 58.2 | 934, 7 
CORN 
Se senate ieee arena 1.62 2.2 3, 058 
Peet ediceae ‘ Sead i neaniinaal 1.58 81.1 3, 220 
1956... ...- ao ecghn ak ineks Sly SEIU Iviie cha ale emia 1. 50 78.6 | 3, 451 
1957 preliminary - 1. 36 73.6 | 3, O12 


COTTON, UPLAND 


| 

















Dollars per 
pound Million bales 
1952 a EE 4 {Epnnce | 0. 3091 127.1 15. 1 
WRU Ee Lo Lcd bath acd talinamel . 3080 125.2 16.4 
TO be~ oat pda Hive dain do be ae pb-eb ern beemcasiee wale “an | 117.5 14.7 
We oa 8, 62 o 55s wh acign Skin beeen . 2934 116.8 | 13.3 
1957 preliminary. - cio de band chia SEL EdaE anh tel . 2881 | 114.2 | 11.8 
i a I I as ' 
RICE 
Dollars per Million hun- 
hundredweight dredweight 
1954 iy ahem ei 4.92 2.6 64.2 
1955 oie . 4, 66 1.8 56. 0 
1956... Jn ab kidde RASS GAILLLLL ESLER ELE 4. 57 | 1.6 47.4 
PEANUTS, PICKED AND THRESHED 
i sadn inaisiepeartapeleae tment tiimnaiagaiel ieee 2 pila an 
Dollars per | Million 
pound | pounds 
1955. Sisk Sabibeeus ied 0. 122 1.7 | 1, 576 
1956 . 114 | 1.4 | 1, 567 
OATS 
re ere er oom | e 
Dollars per | Million 
| bushel | | bushels 
1956 és ada 0. 65 44.6 1, 153 
1957 preliminary - ‘ = webiol - 60 | 42.5 | 1, 374 
RYE 
1956__. a : ; =e want 1, 27 4.6 | 22 
1957... 4 : abe ; : 1.15 44 26 











1 Acres in cultivation July 1. 
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~2. Years when price support (per unit) was less than prior year and was ac- 
companied by a reduction in acreage planted or a drop in production 





FLAXSEED 
Year Support Acres Production 

Dollars per Million 

bushel Million bushels 
I ascii aN eaten 3.14 5.9 41 
ike i a I 2.91 5.3 41 
BR AR NL a Ded aidsdcl sete bckksentnle dace buksocenmidewedon st 3.09 5.9 49 
ee ene cas oaacka ben aeeeaa Ae 2. 92 5.6 47 

DRY EDIBLE BEANS 

Dollars per | | Million 
hundredweight' |hundredweight 
a et 7. 24 a 16.9 
eee ee ee ee cn cn ta wcin acamanee anomenant 6. 36 1.6 16.6 
SO co cbindes dakidebieitedioaes dp oda ka geek tenes es oueerast 6.31 1.5 17.1 








Senator Symineron. For the record, from 1952 to 1956 here is what 
happened to some of these. The price-support level on grain sor- 
ghums were down 24 percent, production up 100 percent. Rye down 
17 percent, production up 75. Barley down 23, production up 71. 
Flaxseed down 23, production up 42. Oats down 22, production up 
30. Soybeans down to 20, production up to 30. Milk down to 17, pro- 
duction up 9. 

Mr. Paar.perc. These are all commodities into which production 
was diverted as a consequence of taking acres out of cotton and wheat 
and corn. That is the overwhelming influence that is responsible for 
the increased production of these products. 

Senator Symineron. Would you say that milk is in that category ? 

Mr. Paarteerc. To a degree itis. As we take out acres from wheat 
and cotton we make it available for forage and we give the farmer 
an added incentive to increase his milk production, to find revenue 
trom that source since he has had to curtail operations in the other 
crops. ‘Toa degree it is also influenced 

Senator Symrneron. In October 1950 you made a talk in which your 
talk was entitled “The Case Against Price Supports.” 

One quote reads as follows: 





Price supports for farm products are based on the assumption that a dollar is 
worth more in the pocket of a farmer than in the pocket of anyone else. I do 
not intend to inquire into the merits of this assumption though I have many 
doubts concerning it. In any case we are engaged in the process of transferring 
dollars from pocket to pocket even though a considerable amount of change is 
lost in the process. These considerations are in addition to the controls, restric- 
tions, and redtape which are imposed on the farmer as a consequence of price 
supports. These I find difficult to evaluate though they have an economic, social 
and political cost. We left unanswered the question regarding the ethics of one 
group having its hands in the pockets of another. 


Don’t you think that is a little strong about price support, the ethics 
of one group having its hand in the pockets of another ? 

Mr. Paarteerc. Well, I think it is appropriate to raise the ques- 
tion. As the title of that speech indicates, I was giving the case against 
price supports. That speech did not purport to be a balanced, con- 
sidered judgment of all the pros and all the cons. I think it is an 
appropriate question to raise. The language may be a little blunt. 
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Senator Syminetron.’ There wouldn’t be much sense from the stand- 
point of those of us who are interested now in the farmer to confirm 
a man who felt the farmer was a pickpocket when it came to the rest 
of the economy. Ethics is a pretty bro word—the ethics of one 
group haying its hand in the pockets of another. 

The farmers in my State—I hope some time we can look at it to- 
gether—are having a pretty tough time finding anything ‘in their 


own pockets let alone trying to lift anything out of anybody else’s 
pockets. 


Then you continue: 

What can we say of the consumer in a discussion of price supports. He is 
truly the forgotten man. 
Well, most of the consumers in my State, inasmuch as the nonfarm 
income average based upon your own figures is over $2,000 and farm 
income even including outside work off the farm is well under ‘a 


thousand dollars, most of the consumers in my State are doing better 
than the farmers. 


You continue: 


He has his cost increased and his consumption curtailed. He is confronted 
daily with the paradox of artificial scarcity in the midst of plenty. Through 


price supports we deny the consumer the advantages of increasing production 
efficiency. 


Do you really believe that ? 

Mr. Pa ARLBERG. This was as I indicated the case against price sup- 
ports put in its boldest and baldest manner. 

Senator HoLttanp. What was the occasion of this speech, Dr. Paarl- 
berg ? 

Mr. Paarveere. I think it appears there. I recall the speech but I 
don’t recall the precise occasion. I believe it was at Purdue University. 

Senator Symrneron. It was October 1, 1950. The speech is called 
The Case Against Price Supports. 

Mr. Paarteerc. This may have been for some convention group at 
Purdue University. 

Senator Symineron. Then you say: 

Only the fact that eggs take a small percentage of the consumer's income keeps 
the consumer from organizing to overthrow the program. 

If it were fair for consumers to organize to get their portions along 
with business and labor, surely the farmer would have a right to have 
an organization or union to establish his rights. 

Mr. Paarteerc. I certainly would not deny that, as I indicated this 
morning in response to your question. 

Senator Symrneron. There have been a lot of strikes that have wor- 
ried us in this country but a strike of those who produced food might 
get us all to think a bit; might it not? 

Mr. Paarteerc. It would certainly get us to thinking. 

Senator Symincron. The farmers are getting down to 13 percent 
of the population and are getting only 5 percent of the gross national 
product. Those figures were or iginally given to me by Senator Russell 
and to me they still sum up the problem. 

Then you say further : 


A wealthy nation like the United States can afford a certain amount of this 
foolishness but let us recognize price supports for what they are, a political 
solution to an economic problem adding nothing to the net product of the so- 
ciety, costly in terms of administration and use of resources, and involving a 
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certain reduction in the standard of living of us all. The case against price 
supports that I have made thus far assumes a peacetime economy. In time of 
peace we can write off a certain amount of unproductive price-support activity as 
an economic experiment or a political expedient, but in time of war or prepara- 
tion for war—price supports are a different matter. They are a drain on funds 
and manpower, they waste our resources and they add fuel to the fires of infla- 


tion. It may be said that price support will serve to forestall a farm-led and 
farm-fed depression. 


First of all there is much doubt regarding the role of agriculture in a de- 
pression, and no clear evidence that endeavoring to stabilize agricultural prices 
would avert a depression. Secondly economists are aware of other methods 
of adverting depression, taxing, and borrowing policy and managing of the 
monetary system which are much more promising of success in the attainment of 
economic stability than supporting the price of peanuts and turkey gobblers. 

I would get from this statement first that you think that those of 
us who believe in price supports are guilty of a “certain amount of 
this foolishness” and from the standpoint of your confirmation, inas- 
much as you are to administer the program, your position with re- 
spect to price supports worries me a great eat 

And secondly, it looks as though you are more interested in avoiding 
a depression through fiscal means than you are in helping the farmer 
maintain a standard of even reasonable economic soundness. And 
finally I think you will agree with me that “peanuts and turkey 
gobblers” is a phrase which has in it an element of ridicule. Based 
on statements such as this, people in my State are troubled of what 
will happen if you are given additional power over the farmer. 

Mr. Paariperc. Senator, I was in that speech, as I indicated, 
making the case against price supports, as I was invited to do, in the 
boldest and baldest manner possible for the purpose of stimulating a 
discussion. I was referring in this speech to price supports such as 
we have had for certain commodities which have unduly stimulated 
production, unduly piled up surpluses and priced us out of the 
markets. 

Senator Humreurey. What was the date of that speech? 

Senator Symineron. October 1, 1950. 

Senator Humrnrey. Would you mind telling us what undue sur- 
pluses we had in 1950, Dr. Paarlberg ? 

Mr. Paarteerc. At that time we were—what was the date in 1950? 

Senator Syminoron. October 1, sir. 

Mr. Paartpere. October. This was during the Korean 

Senator Humrpurey. Three months after it started. 

Mr. Paarteerc. Three months after the outbreak of war in Korea. 
Prior to that time we had been as you know accumulating stocks of 
wheat and cotton. At that particular time these stocks were rapidly 
used and the problem at that time was conceived to be one of shortage 
rather than of surplus. But I think at that time, we were setting the 
stage for attitudes with respect to price supports which subsequently 
resulted in the accumulation of large stocks of surplus commodities. 

Senator Humenrey. Will you yield for a minute / 

Senator Symrneron. Yes. 

Senator Humenrey. You say in the statement that in wartime or 
in preparation for defense that to have price supports in a waste of 
our resources and some other rather poignant and pointed adjectives. 
Are you indicating that we should not have had a price support pro- 
gram in October 1950, since you feel that what you call high supports, 
90 percent of parity, which I don’t call a high support, acts as an 
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incentive and you just said we were running into some shortages by 
October, or at least the latter part of October 1950. We were running 
into some stock shortages. Don’t you feel that price supports are 
meritorious in a period of crisis? 

Mr. Paartperc. Then prices were well above support and the con- 
cern was more with restraining prices than it was with supporting 
prices. At a time of that kind the market forces generally keep prices 
of farm products high. 

Senator Humpurey. So it isn’t the price-support levels that brought 
on any inflation, in other words. Ninety percent of parity doesn’t bring 
inflation. Isn’t that 10 percent below what the rest of the economy 
is getting ? 

Mr. Paartperc. If the market price is above the support level then 
we can’t charge the support program with being inflationary. 

Senator Humenrer. Can you charge any program that is 10 percent 
below what everybody else is getting as being inflationary? This is a 
point that I want to discuss with you, a point of economics. You are 
an expert in economics. But I submit to you, Doctor, that when a pro- 
gram supports a price at 10 percent less than what is an equivalent 
value for other commodities that it is not inflationary ? 

Mr. Paartpere. We had a discussion just prior to your returning, 
Senator, with respect to whether parity could be equated with equity 
and I made the statement that there is some distinction between the 
concept of equity and the concept of parity prices, that the establish- 
ment of parity prices does not in and of itself achieve an equitable price 
vehationldisip. It may or may not, depending on how circumstances have 
changed over a period of years. 

Senator Humeurey. I think I would not disagree with that. I would 
only say this, that a yardstick that we use for relativity of price struc- 
ture and cost structure is the yardstick of so-called parity ratio; is 
that right ¢ 

Mr. P ahitaiiedd By law, that is true. 

Senator Humpurey. And we attempt thereby by our price-support 
program to keep farm prices within a reasonable degree or within a 
certain relationship of what we call full parity. To me 90 percent of 
full parity is not inflationary, unless you start out on the assumption 
that agricultural commodities are supposed to be depleted and a lot of 
people do. 

We have a strange subconscious attitude about this and I call the 
Senator from Missouri’s attention to this fact too. Here’s the kind of 
cliche that you get. That you can live cheaper on a farm, that is 
what you hear. 

I will tell you why. You can live cheaper on a farm if you don’t 
have as many pairs of shoes as people in town have, if you don’t have 
as many automobiles, if you don’t eat as much, if your home is not as 
modern. It costs more to call on the telephone on the farm. You 
still buy canned cucumbers and canned tomatoes just as anyone else 
does today. It wasn’t like 40 years ago when grandma canned every- 
thing. People buy their processed goods in the grocery. You don’t 
spin your own cloth. It costs as much for a farmer as it does the 
nonfarmer. Fire insurance is higher because he doesn’t have fire de- 
partment equipment. His life insurance rates are no less. His accident 
rate is higher. I can show you dozens of items on farm costs and you 
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are an expert in the matter and I am just a layman that the costs are 
more to live on a farm than to live in a town if you live as well. 

If you dig a well on a farm, it costs you more to do that than to 
pay your city water bill for the next 20 years. Then you have to 
repair the pump. I can take you item by item and show you the only 
reason a person lives cheaper on a farm. They expect you to too. 
They don’t expect the housewife to have as many nice dresses, nor as 
many pairs of shoes in the closet as Senator Symington’s wife or my 
wife would have or somebody else. 

They don’t expect you to have as much. But, I don’t agree with 
that philosophy. I hear this repeated all the time. That’s why I 
get on top of it. Ihave heard it said again and again if you put price 
supports up to 90 percent of parity, however, you do it, if you put them 
up with price supports it is inflationary. If it gets up there without 
price support, they don’t say that is inflationary. The truth is the 
administration’s goal is 100 percent of parity in the market place. 

Mr. Paarreerc. That is what we try to achieve if it can be done 
without harm to farmers. 

Senator Symrnetron. You mentioned several times that you your- 
self have been a farmer. 

Mr. Paartperc. Yes, sir. 

Senator Symrneron. I handled hundreds of White Face and thou- 
sands of acres over a period of years. What always astonished me 
was the accepted standard of living of the people who helped me run 
my farm. The standard of living they accepted wouldn’t be accepted 
by the lowest common laborer ina city. That is the reason that I now 
intend to devote a good deal of my activities in the Senate to improving 
the living conditions of the farmer, especially as I know of thousands 
of farmers in my own State who have gone bankrupt in the last 4 years. 

Mr. Paartperc. Senator, I agree with you 100 percent. I know 
what you say is really true, that the level of living in agriculture gen- 
erally is lower than it is in urban employment. My heart is with 
yours in seeking to raise this level of living. 

The only difference, I think, between you and me is that I do not con- 
sider raising the level of price support to be the most appropriate 
means of improving the level of living of these people. 

There is the difference. 

Senator Humpurey. On that point, sir, people disagree on this 
level of price supports and people have honest disagreements about 
whether price supports should be a flexible structure or fixed struc- 
ture. This is a point of view you can hold one way or the other. The 
point you or your superiors get to is, that if you get these price sup- 
ports up too high that it will increase production. 

If you had 100 percent of parity price support what do you think 
would happen to production ? 

Mr. Paartperc. We would probably have more production than we 
honestly could know what to do with. 

Senator Humpnurey. What if you get 100 percent of parity in the 
market place, don’t you think production would go up too? 

Mr. Paaruperc. If the market would utilize the production that 
was forthcoming at that level of price then we would not have the 
problem of accumulated surplus. 

Senator Humpurey. By the logic of your argument if you get 100 
percent of parity however you get it whether it is by the Government 
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or by Santa Claus or by accident or the law of nature, or whatever 


it is, it will increase production because high support levels you say 
increase. production ? 


Mr; Paartpere. Yes, I believe this. 

Senator Humpnrey. I just don’t see how you can have it both ways. 
If you say that 90 percent of parity—this is the old argument that we 
go through again and again—increases production because it is a Gov- 
ernment support, why doesn’t 100 percent in the market place, which 
is all price, do the same thing? How you get it is relatively unim- 
portant. What you are talking about is the price for the commodity. 
If wheat is $2.75 a bushel—whether it comes through a price support 
program or whether it comes because the Hefilfinger Elevator organi- 
zation in Minnesota pays it, do you think it will increase production ? 

Mr, Paarxeerc. A high price, other things being equal, stimulates 
production. As I said this morning and the last time I was here and 
again this afternoon, it is quite possible that with the improvements 
in production efficiency that have been achieved in years past, a normal 
market relationship is less than 100 percent of parity. One hundred 
percent of parity may be highly desirable in that if it could be obtained 
in the market, other things being equal, it would raise income. But 
it may be an unrealistically high objective. This is quite possible. 

Senator Humpnurey. Why is it that a workingman when he gets 
$2.50 an hour, instead of wanting to work 70 hours a week is willing 
to have his union negotiate a 40-hour week contract than a 35-hour 
week’ What is the difference between a farmer that is well paid for 
a certain number of units and a worker that is well paid for a num- 
ber of working units? The time that the worker wants to work 60 
hours a week is when he is getting less per hour when he is compelled 
to work 60 hours in order to meet his bills. 

When he is getting $1.50 for 40 hours a week and finds that is not 
enough he has to work 50. When he gets $2 an hour for 40 hours 
a week maybe he will work only 40. The majority of people are 
sensible in this respect. They are not anxious to be the richest ones 
in the cemetery and there are no checking accounts in Heaven or Hell 
and you can’t draw interest in either place. 

What they are looking for is making a living and giving their folks 
a little of the common necessities and luxuries and other ordinary 
things of life. What is this that makes people in agricultural eco- 
nomics feel that if you get a good price for what you produce you have 
an insatiable appetite to produce more? Why isn’t it like many busi- 
nessmen I know who say to me, “I am going to lay off working; I am 
making so much money what is the use of working? I don’t want to 
die of a heart attack.” 

“T am taking off 3 months of the year. A good friend of mine just 
took off 4 months. Says he is making too much money.” Don’t you 
think if a farmer was paid enough and could send his son to college— 
they have a right to send their children to school and pay the bills 
and give him a car like the man in the city—don’t you feel if he were 
well-enough paid for what he produced he would react as others do? 

Mr. Paartgera. The view you ascribe to agricultural economists is 
not unique to them. It is held by substantial numbers of Congress- 
men and Senators. It must be or we never would have enacted the 
Wool Act of 1954 or the Steagall legislation during World War II. 
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Senator Humrurer. We did that to prevent a collapse in farm 
prices because there wasn’t a year during World War II where the 
price wasn’t above 90 percent above parity. ‘The price structure had 
only an effect of inflation when they put it up to 120 percent of parity 
to get incentive. You had to go above 100 percent to get incentive. 

Mr. Paarueere. They really got it. 

Senator Humpnrer. At 120 percent, guaranteed price. 

Mr. Paarveerc. The legislation on dairy price supports says the 
support shall be at such level as will bring about an adequate supply. 
It thereby recognizes the fact that production responds positively to 
price. 

I don’t think that the view that you have just cited is unique to 
agricultural economists. I don’t think the behavior of the type you 
described is unique to any one economic group. I think one of the 
economic facts of life is that a high price will stimulate output, other 
things being equal. A reduced price, other things equal, will shift 
resources to something else. 

Senator Symineron. Will the Senator yield to me? 

I cannot agree with that conclusion based upon the agriculture that 
I know anything about. If you have land for which there is no use 
except the raising of cattle and a mortgage and interest payments on 
machinery and a loan at the bank to carry your cattle through the 
breeding season, then all you will do if prices go down to a nickel a 
pound where they were, at one time, is break your back 7 days a week 
working the children and everything else in order to get enough money 
to pay your fixed obligations. 

f you are only in the livestock business or like that poor man we 
discussed this morning who could not do anything except what he 
did on that land, there isn’t any other place to go. 

You said somebody asked you to make this speech. Who asked you 
to do it? 

Mr. Paarvperc. This is 7 years ago. I am not sure of the details. 

Senator Hottanp. What was your employment at the time? 

Mr. Pasrperc. I was an employee of Purdue University. I was on 
the faculty there as an assistant professor of agricultural economics. 
We have numerous groups come to the university for conferences and 
they like to discuss controversial subjects. 

If you would like for me to I will dig into the facts and find out the 
group for which this presentation was made. 

(Mr. Paarlberg later supplied for the record the fact that this speech 
was made to a group of processors who were drying eggs to sell to the 
Government under the then-current egg price-support program. The 
speech dealt primarily with price supports for eggs. The meeting was 
also addressed by men from the Department of Agriculture who ex- 
plained and defended the price-support program for eggs.) 

Senator Symineron. Am I to understand, Doctor, and I want on 
that to be sure that I get your testimony correctly, that this speech 
would not have been made if you had not been asked to do it and that 
is the first question and the second is, Did you make statements at the 
request of somebody else which you didn’t mean in a public speech ? 

Mr. Paarteerc. I made, Senator, a speech which would be like the 
affirmative or the negative case in a debate. And as you know, an 
affirmative speaker or a negative speaker in a debate will give as 
strongly as he can the pro or the con on this particular question. 
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Senator Symineton. Was there any other speech made that night, 
presenting the case for price supports ! é 

Mr. Paarteerc. There was a discussion which followed it, and there 
were other people onthe program, but I do not recall the details. 

Senator Symineron. If there was a debate and you were assigned 
the topic, then there would have been a rebuttal with another speech, 
wouldn’t there ? 

Mr. PaariperG. Sometimes they have alternative viewpoints: pre- 
sented as a basis of discussion. 

Senator Symrineron. Do you really believe price supports are fool- 
ishness ? 

Mr. Paartzerc. That is a strong word. I believe, however, that 
price supports as they have been operated for certain commodities 
have been harmful to the producers of those commodities. 

“Foolishness” is an emotionally charged word. Being 7 years older 
than I was then, and I hope somewhat wiser, [ will not now use it. 

Senator Symincron. Well, let me read a little bit more from the 
speech and then drop it. You said: 

Price has several important functions. First price regulates production. The 


farmer decides whether he will produce eggs or broilers or milk on the basis 
of price. A high price stimulates production and a low price reduces it. 


Then you say: 

Price guides products through the channels of trade whether an egg goes into 
the retail store or the storage or the egg breaker depends on price. 

With a freely fluctuating price, the egg goes to the high price outlet. Third, 
price guides consumption. The housewife with a market basket on her arm 


chooses goods on the basis of price. A high price of eggs means that she will 
buy fewer eggs. 


And then later on in September of 1954, you said : 


The number of farmers needed to supply our food needs is decreasing. High 
rates of reproduction plus a decreasing number of needed farms means that 
approximately half our young people must find nonfarm employment. There 
is natural resistance to a shift of this magnitude. Human beings are not readily 
mobile like the fictitious economic man hence there is a piling up of excessive 
human resources in agriculture, 

My apprehension is that if you meant what you said when you said 
these things and spoke them voluntarily, aren’t you really against 
the program that has been outlined by the Congress with w hich you 
would have so much to do in enforcement ? 

Mr. Paar.perc. Well, there are certain things in the present law, 
Senator, with which I am not in agreement. There are certain things 
in the present law with which the Secretary is not in agreement. 
There are recommendations that he has made to the C ongress for the 
change of these laws, recommendations with which I concur. 

Now, you ask whether this means that I am out of harmony with 
the laws that I would have to administer. I will say that certain 
of these laws seem to me to be in need of modification. I concur with 
the Secretary’s recommendation as to the general direction in which 
they should be modified. However, I recognize this: that, if I should 
be granted this office for which I have been nominated, I will take 
an oath to administer the laws of the land, which I would proceed 
to do in the utmost good faith. 

I do believe that people in the executive branch who administer 
these programs and thereby gain a familiarity with them have a 
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responsibility to the public generally and to the legislative branch to 
indicate those particular areas and those particular matters in which 
the laws seem to them not to be achieving their intended objective. 

Senator Symrneron. I think that is a fine statement. 

Now, incidentally, that was not a debate.. That speech of yours 
October 1, 1950—or it was not a meeting where other people were 
taking other sides, to the best of our knowledge. It was the second 
annual meeting of the National Agricultural Products Association, 
then at the Hotel Sherman in Chicago. 

Mr. Paartzerc. Then I don’t recall it clearly. 

Senator Symineton. You say in that talk: 


First of all, there is much doubt regarding the role of agriculture in a depres- 
sion and no clear evidence that endeavoring to stabilize agricultural prices 


would avert a depression. 

Do you still feel that way ? 

Mr. Paarrperc. There are many causes of a depression. I saw 
one tabulation made during the depression. A man tabulated 169 
alleged causes for the depression of the 1930’s, and even the best of 
economists today are not fully agreed as to what were the causes of 
the debacle. Agriculture had a role in it, I’m sure. The difficulties 
that arose in agriculture, I think, were partly caused by the difficulties 
in the rest of the economy. 

I think that the difficulties in agriculture augmented the difficul- 
ties in the rest of the economy. There is a relationship. As I said 
before, with the decline in the relative importance of agriculture, I 
think the role of agriculture in generating overall economic stability 
is perhaps not as great as it once was. 

Senator Symrneron. But don’t you believe that programs which 
would increase the farmers’ incomes to bring them more in line with 
the incomes of other segments of our economy would help avoid 
a general depression or recession ? 

Mr. Paartzere. I do believe that, Senator, with all my heart. I 
think our difference is the procedure by which we seek to increase 
the incomes of farming people and the means by which we would 
seek to stabilize the agricultural economy. 

Senator Symrmneron. Now you are nominated for a position as 
Assistant Secretary of Agriculture in charge of agricultural market- 
ing and foreign agriculture. 

If approved, what would be your responsibility in regard to section 
32 programs? ‘ 

Mr. So snisien: Section 32 programs are administered by the Agri- 
cultural Marketing Service which would-be one of the agencies that 
would report to me. That is an agency for which I would have re- 
sponsibility. My intent and my objective in administering the section 
32 program would be to use that program, which I think has consider- 
able potential—to use it as a means of stabilizing primarily the prices 
of perishable agricultural products at a time of temporary market 
gluts and to do that in such a manner as would not unduly stimulate 
the production of this particular crop for the next production cycle. 

There are substantial sums available for such activity and I would 
endeavor to use them in the interests of price improvement and price 
stability. 
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Senator Hotzanp. Just a moment. Existing law requires you to 
use that fund, does it not, in the first instance for the protection of 
perishable commodities ? 

Mr. Paarveerc. It does. A certain share of it, not more than 25 
percent can be used 

Senator Hottanp. For one? 

Mr. Paarvperc. For any one commodity. 

Senator Hottanp. The requirement of the law is as it now exists— 
I wrote it in there myself, as I recall it—says that the major objec- 
tive—or uses the word “major” or “majority,” one or the other—shall 
be the upholding of the prices of perishable commodities or the diver- 
sion a surpluses of perishable commodities which are not price sup- 
ported. 

Mr. Paartperc. I think that is a very wise provision, and I person- 
ally would be guided by that idea even though it were not written into 
law. 

Senator Hottanp. I just wanted to bring out that that is part of 


the law. In stating his purpose, it would be no more than to carry 
out what the law now would require. 


Mr. Paarteerc. That’s right. 

Senator Symineton. Since these programs, Dr. Paarlberg, were 
authorized over 20 years ago, do you feel that they are still needed ? 

Mr. Paar.eerc. Could you clarify just which programs you mean? 

Senator Syminecton. The section 32 programs? 

Mr. PaarceerG. Yes, I think they are needed. I think that the pro- 
vision is, in general, a wise one. I think that a great deal of sound 
judgment is necessary in order to use it wisely. f think that there is 
the possibility that it could be used unwisely in a manner detrimental 
to the producers of these commodities. A very great responsibility 
rests on anyone who administers that program. 

Senator Symineron. Do you feel any changes are necessary to bring 
this authority up to date with our present conditions ? 

Mr. Paarvperc. I think in general the present provisions of 
section 32 are adequate and appropriate. I don’t think we have 
major changes in that provision to recommend. 

Senator Symrneron. Do you approve of the degree and amount of 
authority vested in the Secretary under these programs? 

Mr. Paartpere. In general, I do. 

Senator Symrneron. How do you think these funds can be used to 
“encourage the exportation of agricultural commodities and _ prod- 
ucts” ? 

Mr. PAartperc. They can be used on occasions, when market oppor- 
tunities exist, to purchase commodities that are temporarily in surplus 
in the United States, perishable commodities, and to export. them, 
sometimes to donate them for suitable use abroad. This we have done 
and this I think we can do in appropriate circumstances. 

Senator Symincron. How would you “encourage the domestic con- 
sumption of commodities or products by directing them from normal 
channels of trade or commerce or by increasing their utilization among 
persons in low income groups.” 

Mr. Paar.iserc. We do that presently through the Agricultural 
Marketing Service in our donations of surplus food to needy persons 
and to charitable institutions. I think this is a worthwhile enterprise. 
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It is, I think, an effective and appropriate means of using our abun- 
dant production, getting into the hands and mouths of people who can 

make good use of it. Again I think we must be careful in that part 
of the ; program. lest we displace with these donations purchases thai 
would otherwise be made in the market place and lest we cause people 
to become continuously dependent upon these donations, when they 
might otherwise buy them in the market place. 

Senator Symincron. How would you use section 32 funds “to rees- 
tablish farmers purchasing power by making payments in connection 
with normal production of any agricultural commodity for domestic 
consumption” ? 

Mr, Paariperc. This is a provision in the law which as I understand 
it legalizes the use of compensatory payments in programs of this sort. 

I am not thoroughly familiar with the legal aspects of it. I think 
there are some pr ohibitions against, the use of this device for dairy 
products. If conditions warranted, I would not be averse to using 
that particular provision of the law. But as I said before, the use of 
production payments can have a stimulating effect on agricultural pro- 
duction, can turn out to be a very expensive means of stabilizing farm 
income. 

Senator Symineron. Well, I might say there, that on the question 
of cotton I think compensatory payments would be less than was lost 
last year. 

Mr. Paartperc. I endeavored to modify that by saying that last 
year’s realized losses were not attributable to last year’s crop solely. 

Senator Symineron. In 1955, section 32 funds were used in connec- 
tion with livestock products. Do you remember how that was 
handled? 

Mr, Paartperc. 1955, we had I believe in that year a program on 
beef. 

Senator Symineron. Buying meat ? 

Mr. Paartperc. We had a program on beef at that time in the neigh- 
borhood of $100 million. 

Senator Symineron. Did you approve of the use of these funds for 
that purpose ? 

Mr. Paariperc. Yes. 

Senator Symincron. Don’t you think the farmers would have bene- 
fited more if you had made direct purchases of livestock instead of 
processed products ? 

Mr. Paartperc. I do not, because of the administrative unwork- 
ability of a program of direct purchase of live animals. It would 
make necessary grading of these animals, compulsory grading of live- 
stock. It would involve the Government in the handling of perishable 
products and would from our considered judgment have been an ex- 
tremely difficult thing administratively. 

Senator Symineron, I didn’t ask whether the administration would 
have benefited, or if there would have been less cost in the program. 
I know we both know that the packers are now making more money 
after taxes than ever before in the history. 

I simply asked do you think the livestock farmers would have bene- 
fited more if the money had been paid to them instead of the processed 
products. 

Mr. Paartperc. My answer is still no. On balance, when you figure 
the amount of red tape and regulation and compulsory grading ‘that 
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the farmer would have to endure, even though the program admin- 
istered as you suggest might return him a few more dollars than the 
program did as it was administered—and this is questionable—even if 
it did, the difficulty of all these controls would outweigh a dollar 
advantage. 

Senator Humpurey. Would the Senator yield? 

Senator Symineron. Yes. 

Senator Humpnrey. What do you think would have happened in 
the summer of 1954 if the Department of Agriculture had stepped in 
and bought eggs when egg prices went down? I recall this period 
because we had written a number of times to the Secretary urging a 
modest purchase program of eggs. The purchase program did not 
take place until way late in the fall. 

Mr. Paarveerc. It was a small one then. 

Senator Humpurey. It was a small one and rather ineffectual. 
Except to say that in the late fall the hens are not laying as much as 
they are earlier in the summer. What do you think would have been 
the effect if the Secretary had stepped in earlier? Would it have 
bolstered the price ? 

Mr. Paarvperc. At the time it would have bolstered the price some- 
what. I think it would have retarded the adjustment that the farmers 
made as a consequence of the low prices at that time. They cut back 
their hatchings for the 1955 year and the price situation adjusted it- 
self. Had we moved in and supported the price that fall, it is quite 
possible that the economic difficulty of poultry farmers would have 
continued for another year. 

Senator Humpnurey. This is quite possible. 

Mr. Paartpere. Yes, it is. 

Senator Humpurey. They still have difficulties, haven’t they ? 

Mr. Paartperc. Things improved after that time and then they sub- 
sequently worsened. Now the prospect this fall is for improvement. 
This is characteristic of the poultry business. 

It. has a short cycle of production. Price goes up. Farmers ex- 
pand production and then they get into difficulty and then they cut 
back. 

Senator Humpnrey. Isn’t the purpose of these programs to try to 
ease off, level off these hills and valleys? 

Mr. Paartperc. Yes, sir. 

Senator Humpnrey. I realize that we must have some price fluctua- 
tions. I don’t believe you can have that in a perishable market such 
as eggs or poultry where you can have a static price structure. I say 
this most respectfully and in sincere cooperation, to me what is wrong 
in the Department is that you drag your feet so long that when you 
finally do what you ought to have done earlier it is relatively ineffec- 
tive. There is a timeliness in politics, 95 percent of the success of 
politics is timing and the same thing is true in economics. 

Mr. Paarrrerc. I know this. 

Senator Humpnrey. It is when you purchase and when you sell. 
That is the difference between a good manager of a business or a 
good purchasing agent or any old person you get on the payroll. 
Why doesn’t the Department step in and buy when they should buy 
instead of resisting and resisting and then just before the election, 
come around and buy. I am being blunt about it. I remember well, 
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when pullet eggs were 6 or 8 cents a dozen in Minnesota, and I 
used to have a story about it. I said it was hardly worth the wear 
and tear on the pullet and every hen has to be a pullet once in her 
life. Why in the name of commonsense do you wait and wait and 
wait and then come around in October just before the farmer will 
put that ballot in the box and they lose their shirt because they weren’t 
helped in time. 

t didn’t work. Farmers are shrewd people. They voted for the 
man who was telling them what was going on in July, not in October. 
I am the fellow who was telling them what was going on in July 
in this instance. 

Mr. Paarteerc. I am not clear on the timing in this program or 
the other purchasing program. 

Senator Humpurey. Or the hog program ? 

Mr. Paar.eerc. That is the same deal. We have really a limited 
number of outlets into which we can put the perishable commodities. 

Senator Humpurey. Let’s say you have no place to put them then. 
Let’s say you had to put them in the lake. Don’t you think that the 
total gross income to the farmer and net income would have been 
more than the cost of the program ? 

Mr. Paartpera. I certainly do. I agree certainly that this is the 
case. 

As an economist I must agree that the least costly method of dis- 
posal in many cases would be to dump the product. 

But one of the facts of life which you know so well is that you 
can’t destroy food like that. 

Senator Humpurey. I am not advocating it. When I hear about 
the purchase program I hear that it is costly, and I hear that it adds 
only to the long-term problem that will just be recurring. 

My feeling about a purchase program under section 32 funds or 
any emergency funds that the Congress establishes is that there is 
waste if you buy at the wrong time. 

Mr. Paar.perc. I agree with that. We have a limited outlet for 
these commodities—needy persons, charitable institutions, and outlets 
abroad. These are commodities that are produced in tremendous vol- 
ume—poultry, meat, and soon. We can’t, even with the largest pro- 
gram we can conceive, take a very big percentage of the output. If 
we begin our purchases too early in a period of heavy supply, then 
the program isn’t big enough to offset the tremendous supply and we 
just ride the price down. We run out of outlets before we can do much 
good. 

I agree with you on the importance of timeliness. If we start too 
soon we shoot up all our ammunition before the enemy gets in sight. 

Senator Humpnrry. There is a balance here. I don’t want to say 
that the first day the price breaks, you step in. This is one opportu- 
nity I have to talk with you, sir, as you are a responsible man. I have 
long felt that what is really wrong in the Department of Agriculture 
has nothing to do with polities or the law at all; it is just lousy admin- 
istration. 

Senator Syminoron. I agree with the Senator. 

Senator Humpenrey. I feel somebody over there doesn’t know how to 
run the Department. There is a time you buy and a time you sell, just 
exactly as any fellow who runs a corner drugstore. I know that much. 
I don’t claim to be any great businessman. I know if we tried to run 
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our little business the way the Department does, we would have been 
broke a long time ago. When we get ready to buy—we sell a great 
deal of what we call sprays for fields and vegetable crops and different 
kinds of agricultural crops—we buy our chemicals in the off season. 
We buy it when we can get a good price and sell it when we can get 
the best price. That is the only way you can stay in business in South 
Dakota and you have to be pretty good to stay in business in South 
Dakota a hal? century I will tell you. 

You have to know how to market. The Department repeatedly re- 
fuses to do what it is going to do ultimately. It refuses to do on time 
what it will do later. I have never seen the Department stick by its 
— When it says it is not going to buy eggs, it ultimately does. 

@ same would apply with pork. When it says it is not going to 
buy turkeys, it ultimately does. I notice the political pressure put on. 
We are not able to put much on from our sides. I have watched it. 
I come from a State which is the second largest turkey producer, the 
third largest egg producer, one of the largest pork producers. We 
are in the perishable market in my State. I have seen when my col- 
Jeagues in Congress have been mighty effective in getting the Depart- 
ment of Agriculture to change their minds, but too late. My senior 
colleague and myself seldom disagree on agricultural matters. We 
— stood pretty firmly together. I have witnessed the delay after 

elay. 

Like Mr. Benson said about the pork purchases in 1954, I admired 
himina way. Fora long time he said, “I won’t do it,” and apparently 
Sherman Adams or somebody called him in, and he said apparently 
you haven’t heard we are going to vote in November. So we got a 
little pork purchase in about October. What does he say, “I will do it 
but it won’t work, I will tell you that; I will do it.” This is exactly 
like the fellow being appointed head of the fire department. He says, 
“T know you think we ought to put water on fires. I don’t believe in 
it. I don’t think it will work, but if you insist I will put some on.” 
So ye don’t put out the fire. 

am right in the record, I may not be right in my conclusions. It 
was in late October or early November, it was in October 1954 that 
vou bought hogs. And you bought hogs with the chief of the hog 
buyers, Mr. Benson, saying it won’t work. 

This is like a real-estate agent trying to sell land and saying then to 
suckers, ‘““You are going to buy this land. It is no good. I wouldn’t 
buy it.” 

Mr. Paarvpere. I believe the Secretary did not express himself in 
those words. 

Senator Humpunrey. I believe he did. What he said—and I will get 
you the newspaper clippings on it. I spoke all over the Midwest on it. 
He bought $80 million of pork products in the first purchase, and he 
said, “I am against it. I doit reluctantly. It won’t work.” And every 
single packer and hog producer in the country said, “What a cham- 

ion. 

' Mr. Paarceerc. I recall the Departmental press release of that time, 

and I know the Secretary indicated that the scope of the purchases 

was small relative to the total supply. I know he indicated with forth- 

rightness that this would not 
Senator Humpnrey. Work. 
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Mr. Pasrieerc. Result in any sharp increase in the price of hogs. 

Senator Humpurey. Isn’t that what I said? 

Mr. Paarperc. He didn’t use your words. 

Senator Humrurer. I do not have a photostatic memory, but. the 
cnly reason for buying pork was to get the prices up, not to see how 
much pork you could ny 

Senator Symineron. If the Senator would yield back to me—— 

Senator Humpnrey. Excuse me. 

Senator Symineron. I completely agree. 

Senator Humpurey. It is timing. 

Senator Symineton. My problem with the Department of Agricul- 
ture came after a committee—the distinguished chairman of this sub- 
committee was on it—saw a terrible drought and said they would do 
something about it. Nothing was done by the Department week after 
week and month after month; thousands of farmers went bankrupt as 
a result. I thought my protests were my duty as a Senator represent- 
ing the people in my State. Yet, even in the ensuing years, when the 
drought continued the Department decided either because of my pro- 
tests or for some other reason that they would give us no drought aid 
at all. On the other hand, people right across the fields, many of them 
rich men, were getting thousands of pounds of feed. Naturally we 
resent: it. 

Do you approve of the use of section 32 funds for cotton export pay- 
ments ¢ 

Mr. Paaruperc. I think the law states that a limited part of these 
funds ean be so used. My own inclination is to be very hesitant to use 
section 32 funds for such purposes because of the availability of other 
programs for these storable commodities and the unavailability of other 
programs for the perishable commodities. So I would be reluctant to 
use section 32 for helping the storable commodities. 

Senator SyMINGTON. Since section 32 funds must be used princi- 
pally for perishable, nonbasic agricultural commodities-—— 

Senator Hotianp. That is the wording I was feeling for a while 
ago. 

Senator Symincron. Since section 32 funds must be used primarily 
for perishable nonbasic agricultural commodities, do you think this 
should be broadened to cover any agricultural commodities. ‘That is 
my question to you, sir ? 

Mr. Paartperc. No, sir, I would not modify the language. 

Senator Hotitanp. May I interpolate here ! 

Senator Symineron. Yes. 

Senator Hotianp. The use of section 32 funds, at least since I have 
been here, has been a very sparing use for the fruits and vegetables 
which I primarily had in mind when I made that suggestion for 
wording. The principal use has been, as Senator Symington and 
Senator Humphrey have already suggested, two purchases—one for 
beef products and the other for swine products. But they are both 
perishable commodities. 

Mr. Paartperc. That’s right. 

Senator Horzanp. There was never any intention to cut off any kind 
of agricultural products from having access to section 32 funds. It 
was only a question of giving preference to commodities which first 
were perishable and second, had no price-support program otherwise. 
With the exception of cattle and hogs, there has never been to my 
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knowledge any program affecting perishablés which have used any 
substantial parts of the section 32 funds in recent years. 

M yeootheetiad is that there has had to be transferred back to 
the Treasury periodically sizable amounts of section 32 funds; that’s 
for the record. Certainly there has never been any disposition—and I 
want to make that clear again—to withhold from any agricultural in- 
dustry access to this fund. It is'simply a question of who has the pri- 
mary right to that in the event there is an emergency. 

Mr. Paarvpere. I find myself fully in agreement with the provision 
of the law as it is presently worded. 

Senator Symineton. There have been heavy uses, Mr. Chairman, in 
the last 20 years, 1936-56: Fruits 279 millions; cotton 218, vegetables 
205, grain 192. Eggs and poultry 134. Dairy products 330, livestock 
products, meat 270, peanuts 28; tree nuts 20; tobacco 30, miscellaneous 
30; total one billion seven seventy. School lunch cash payments 136. 
Administration 72. Total one billion nine seventy-nine. 

Senator Hotianpb. It makes a very pretentious total over the years. 
The point I was particularly trying to make first was there isn’t any 
exclusive claim at all for perishables. Second, the claim of all kinds 
of agricultural commodities has not been so great as to exhaust that 
funkalaes of the years I can recall. 

A great many years there have been transfers back. I believe the 
law provides that if at the end of a year there is more than $300 million 
on hand the excess should go back to the General Treasury and that 
has happened on various occasions. 

It is a very fine anchor to windward for all of our agricultural 
products. 

Senator Humrurey. I think it is a very good one. 

Senator Hotianp. As far as I am concerned, I wouldn’t try to with- 
hold it from any part. I think those producers of highly perishable 
products who have no price-support structure are entitled to look first 
to that fund. They have never had to look to the exclusion of others 
at all, and I hope they never will. 

Senator Symineron. Are you familiar with S. 43, the national 
food-allotment bill? This is it, the Aiken bill. 

Mr. Paarvperc. I am reasonably familiar with it, Senator. We 
studied it last winter, at the request of the Congress, when we were 
asked to make a recommendation regarding the food-allotment pro- 
gram. 

Senator Symineron. Do you approve the principles and proposals 
embodied in the bill ? 

Mr. Paartperc. We recommended against the use of a food-stamp 
plan at that particular time. 

Senator Symineton. Are you familiar with S. 1005, the surplus 
food certificate bill, the Hennings bill? 

Mr. Paartperc. I am not familiar with that. 

Senator Symrineton. Do you approve of any food-stamp plan ? 

Mr. Paarueerc. I think, under certain circumstances, the food- 
stamp would be desirable. I do not believe that, with the present high 
level of employment and income, a food-stamp plan would be as 
appropriate a means of moving our agricultural products as we pres- 
ently have in operation. 

Senator Symineron. In what circumstances do you believe a food- 
stamp plan should be used ? 
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Mr. Paarperc. I believe that in.time of economic reversal, of un- 
employment, low income, and poor nutrition on the part of certain dis- 
advantaged people, then the food-stamp plan would be a desirable 
type of program. I think it would be justified under those circum- 
stances fully as much on the basis of welfare as it would on the basis 
of moving surplus agricultural products. 

Senator Symineron. Do you believe that cooperative marketing 
might help solve the farmer’s problem ? 

Mr. Paarteere. I do, and I believe it is having an effect in certain 
areas. 

Senator Symineron. What do you think of marketing agreements? 

Mr. Paaruperc. I think they are constructive, and are being used 
advantageously for a number of commodities. I think they have some 
limitations. I think it would be difficult to expand the number of 
marketing agreements to many additional commodities. 

Senator Symineron. What do you think of marketing orders? 

Mr.. Paar.perc. I think that marketing orders are a necessary 
accompaniment of marketing agreements. If you have a marketing 
agreement without an order, you do not have an effective program. I 
consider the two together. 

Senator Symrneron. In your opinion, are they legal ? 

Mr. Paarteere. I am not a legal man, but I believe they have been 
so judged. 

enator Symineton. Would they be legal, in your opinion, without 
the Agricultural Marketing Act of 1937, as amended? 

Mr. PaAartpere. I am not competent to pass on that question, not 
being trained in legal matters. 

Senator Symineron. And you feel that they are economically 
sound ? 

Mr. Paaruperc. I do. As I indicated before, I think they can be 
abused, and if unwisely administered, they can be harmful to the pro- 
ducers of the crop concerned. 

Senator Symineron. Do you favor controlling prices by control- 
ling production and/or marketing? 

Mr. Paartperc. May I have that question again, please? 

Senator Symrncron. Do you favor controlling prices by control- 
ling production and/or marketing ? 

Mr. Paarueerc. I think this is, in certain cases, an appropriate 
technique. I think, in other cases, the record indicates that control- 
ling production has not been effective and has not been the appropriate 
means of achieving the desired price goal. 

Senator Symincron. Am I to infer at times you do believe it is 
proper to control prices by controlling production and marketing? 

Mr. Paartpere. I think, on certain commodities, for example, fruits 
in California, they control the supply moving to market by various 
techniques. They provide for the stable movement to market of com- 
modities of fine quality, and by so doing they contribute to the stability 
of price. They achieve, over time, a higher price than they would other- 
wise achieve, and I think this is a constructive thing. 

Senator Hotianp. Canned peaches would be one illustration. 

Mr. Paartpere. Yes. 

Senator Symrneton. I am interested because you realize that that 
is a cartel-type operation. In industry you wouldn’t be allowed to do 
it; you would be breaking the law unless you did it in a regulated 
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utilities-type monopoly, or unless you did it under the monopoly 
derived from a 17-year award for invention, or unless you did it be- 
cause you controlled all of the product anyway and owned it yourself. 

Mr. Paarveerc. The reason I make the answer that I do, Senator, is 
that, as I indicated before, I think farming people are to some respect 
different from others in that they are large numbers of relatively small 
units, and they suffer from an economic disadvantage in. that they 
don’t have equivalent bargining power. Legitimate intervention on 
the part of the Government is, in that case, appropriate. 

Senator Symineton. Understand, I am not criticizing it; I am ask- 
ing for your opinion about it. I intend to study it further. Do mar- 
keting orders supply to all producers in an area, whether or not, they 
want to be controlled ? 

Mr. Paarteerc. They do, if they are voted, as I understand it, by 
two-thirds of the producers and if the Secretary ratifies or approves 
the decision coming out of this referendum. Then they are applied 
equally to those who approved them and those who disapproved them. 

Senator Symineton. Do you favor forcing producers to abide by 
price and marketing orders to which they were not a party or with 
which they were not in agreement ? 

Mr. Paarteerc. It is implicit in the marketing orders and agree- 
ment'that this be done. I think there are various ways of accomplish- 
ing it. I think, by effective organizations of the farmers themselves, 
by effective programs of education and information, that the opposi- 
tion of certain individuals can be reduced and the difficulty of admin- 
istering the program thereby minimized. 

Senator Symineton. Do you feel that marketing orders in the case 
of that character would violate the individual’s rights and freedom ? 

Mr. Paarteerc. No; I do not. I think that farming people have a 
legal and moral right to associate themselves together in an effort to 
improve their economic position under the marketing agreements and 
orders. My only misgiving, Senator, is when this power which I read- 
ily acknowledge is used unwisely in a manner harmful to farming 
people. ; 

Senator Symrineton. You see how close you are getting to a right-to- 
work bill ? 

Mr. Paartperc. Yes; I am aware of this. 

Senator Symrneton. Many people think the right-to-work bill is 
wrong, and many people think it is right. But suppose I go into a 
business and I say, like many corn farmers do, I don’t intend to par- 
ticipate and I don’t ask your help. I will build and sell what I think 
I can build and sell without help or control, and then, under a market- 
ing order, you say you shall not work in this plant unless you join a 
union. You shall not raise any vegetables unless you obey my orders. 

Senator Humenurey. It is like a union shop. 

Senator Symrneron. It is a little more than a union shop; it is a 
closed shop, which I have been firmly against in my business career 
although I approved union shops. 

Mr. Paartperc. I am aware of this. I do believe, however, that the 
safeguards in the law are sufficient, generally, to protect the right of 
the individual which we treasure so highly in this country. 

Senator Symrineton. There is no protection of the right of the indi- 
vidual, based on the statement about marketing orders, you put out. 
If two-thirds of the people vote for a marketing order and the Secre- 
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tary approves, the other third are punishable if they comply. There 
is no question of freedom of operation. 

Just for my information, why are marketing orders not applicable 
to canned or frozen grapefruit? 

Mr. Paartpera. I do not know. I understand that—— 

Senator Horzanp. It can be made applicable to them by the law; 
not to oranges but to grapefruit. 

Mr. Paartperc. I know there has been some difference of viewpoint 
with respect to the appropriateness of marketing orders for processed 
fruits and vegetables. At one time I believe that this administration 
recommended that marketing agreements be extended to a number 
of processed fruits and vegetables, but the Congress did not see fit to 
enact that recommendation into law. 

Senator Symrveron. Now, you put out a memorandum, dated No- 
vember 1954. It gives the questions and the answers on marketing 
agreements and orders. It is a good document. It outlines the con- 
ditions. If, however, anyone fails or refuses to sign the agreement, 
the Secretary may nevertheless issue an order 

Senator Hottanp. May I explain about that? 

Senator Symrneton. Yes, Mr. Chairman. 

Senator Hortianp. We put that provision in the 1954 act, placing 
grapefruit for processing under the marketing agreements and or- 
ders with the requirement, however, that not only must two-thirds 
of the producers sign the agreement but also more than half of the 
processors must also sign. That does not apply in the case of han- 
dling of fresh fruits and vegetables. That is a different additional 
condition there, but that has never been acted upon. It applies only 
in the case of processed grapefruit. 

Senator Symineton. That is what interested me. It took a single 
fruit and didn’t mention others. 

Senator Hotzianp. Off the record. 

( Discussion off the record.) 

Senator Syminetron. Doctor, this is what I am getting at. What 
is the difference between the marketing orders, which are obviously 
much more stringent and unilateral and enforcible, and overall pro- 
duction controls, which you and Secretary Benson oppose ? 

Mr. Paarteerc. There are several differences. One difference is 
that the marketing orders are operated to a large degree by the pro- 
ducers themselves with far less of a role on the part of Government 
than is the case with production controls for the basic commodities. 
I think that is one big difference. I think there are other differences. 
I believe that basically these commodities for which marketing orders 
are in operation are amenable to programs of this sort. ‘They are in 
specialized areas pretty largely. They flow through a relatively few 
commercial concentration points. In that respect they are more 
amenable to controls than are the basic commodities. I think these are 
important distinctions. 

Senator Symrneron. I am not talking about the amenability. I am 
talking about the nature of the control and the degree of the control 
and why one can be fair if the other isn’t. The fact of the difficulty 
of control is not an equitable basis for determining the right to control, 
it doesn’t mean that you have a right to control because it is easy 
to do and don’t have a right to control because it is hard todo. I was 
astounded to understand from a marketing control that in my county 
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which is a big vegetable county, St. Louis County in Missouri, that 
unless they agreed to the order of the Secretary of Agriculture, that 
they: were in very heavy trouble—$500 for each violation. In other 
words they are completely regimented under a marketing control. 

How does this fit in with all this talk that has been emanating from 
the Department of Agriculture about a free economy. You are not 
even talking about a union shop. You are talking about a closed 
shop. Because a man does or does not have to go into a wheat agree- 
ment, he can use his land the way he sees fit. He does not have 
to go into a corn agreement. In this case, however, he does what he is 
told or he is in heavy trouble with his Government. 

Mr. Paartperc. That’s right. 

Senator Symincron. Don’t you really feel that the way you de- 
scribe it yourself that a marketing order is in the nature of a Govern- 
ment-sponsored cartel ¢ 

Mr: S cnet Well, it certainly has some elements of that. 

There are two bases on which one might argue this business. One 
is on the basis of equity, what is fair and considered just. Another 
is on the basis of what will work and what won’t work. I have been 
making my statements on what will work and what will not work, 
what will help the producers and what won’t help the producers. 

My statement has been that in the area of marketing orders that 
these things generally work. 

Senator Symineton. I went to a meeting of the Chamber of Com- 
merce of the United States and heard the speaker keep repeating 
that he demands the right to go broke and every time he said it some 
of the ardent conservatives would clap. If he has the right to go 
broke in his business, why hasn’t he got the right to go broke in his 
vegetable garden or farm. If freedom of initiative and operation is 
as important as the Department seems to feel that it is, in the big 
basic crops, why isn’t it also important in the other crops? It is hard 
for me to see the difference. 

Mr. Paartperc. My training is primarily in the field of economies 
and I believe I have some qualifications for forming judgments as to 
what will work and what will not work. 

As for standards of equity, this is a field which is far more difficuit 
and a field in which I personally have less experience and a field in 
which I would not ordinarily base my arguments. 

When I support marketing orders and agreements for fruits and 
find flaws in acreage allotments and marketing quotas for cotton, this 
is primarily on the basis of the fact that the one program seems to 
work and the other doesn’t seem to work in the interest of cotton pro- 
ducers. 

Senator Symrneton. If a law were passed which said that anybody 
whe grows more than a hundred bushels of wheat is going to be shot, 
you might not have much trouble in enforcing that wheat law. 

Mr. Paartpere. I think we would have considerable trouble. 

Senator Symrneron. You say the enforcement of a marketing 
agreement and marketing order is the responsibility of the Federal 
Government but the administrative committee is charged with the 
duty of investigating and reporting complaints of violation. If a 
violation is discovered it is investigated and turned over to the De- 
partment of Justice for prosecution. The regulations are based on 
amount, size, quality, or maturity of the product marketed. It is 
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necessary to have mandatory inspection of all shipments in order to 
enforce the terms of the regulation. There are three types of legal 
action which may be taken against a person who violates an order. 
If I were in the vegetable business it would scare me to read this. 

(a) Civil action to obtain an injunction. 

This will prevent the person from further violation of the order. 

(6) Criminal action may be brought in court and if convicted a 


person may be fined not less than $50 and not more than $500 for each 
violation. 


By this time I am ready to give up. 

Senator Humpnrey. You are going to quit producing carrots. 

Senator Symineron. I am ready to give up. , 

(ec) -Civil suit may be instituted for triple damages under which 
a person may be required to pay three times the value of the product 
shipped in violation of the order. 

I must say that that is pretty rigid regimentation. 

Doctor, I have some personal questions here, they are short and 
they are personal and if any of them you don’t want to answer, please 
say so. 

By that I do not mean that they are improper but they are personal. 

Senator Humprnrey. Before you leave this point 

Senator Symrneron. May I yield to you? 

Senator Humpurey. If you will, it will just take a minute. Here 
the point that I see that Senator Symington is attempting to stress 
with you, sir, is not so much as to whether or not a production-control 
program works or not. Your theory is, and your statement is, that 
you can have effective production control in a limited area on specific 
type crops. 

Mr. Paartperc. There it seems to work. 

Senator Humenrey. Thereby you justify marketing agreements and 
marketing orders? 

Mr. Paartperc. Right. 

Senator Humpnrey. The purpose there is to control, the ultimate 
objective is price, through orderly marketing, is that correct? 

Mr. Paarrperc. Not only price. Price not solely but price with 
reference to the volume that you can market. 

Senator Humrpnrey. Right. 

Mr. Paartgerc. Price must be related ultimately to net income. 

Senator Humpnrey. The idea of a marketing agreement and order 
is not to lower price but to raise prices. 

Mr. Paarteerc. It is to increase net income which is through a com- 
bination of price, cost, and volume. 

Senator Humpnurey. Have you found any marketing agreements 
that lowered prices ? 

Mr. Paarteerc. We have found instances in which those who ad- 
ministered marketing agreements in behalf of the producers refrained 
from raising a price when the market would have permitted such a 
price increase. 

Senator Humpnrey. But you didn’t find any instances where peo- 
ple entered into a marketing agreement in order to lower prices? 

Mr. Paartperc. No. 

Senator Humrnrey. All right. . 
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Senator Horianp. May I interpret here that under the law, the 
Secretary has to call off the market agreement or make it inactive if 
the price begins to get too high. I believe parity is the limit. 

Senator Humpurey. Full parity. 

Senator Hottanp. Parity is the limit. 

Senator Humpurey. I would settle for that. If you get me full 
parity on any other commodity you will never hear another word 
from me on prices and commodities. 

Senator Hotianp. Under the flue-cured tobacco market just closed 
in Florida, they got more than 100 percent of parity and that was a 
result of the regular market structure, not price support. Everybody 
was glad they got it. It was not banned. 

Senator Humpurey. You justify it and I think it is possible and 
probable to do so. I am not drawing a valid judgment on this—as 
being desirable that they perform a constructive function in the agri- 
cultural marketing program, is that right? 

Mr. Paartperc. I do—— 

Senator Humrpnrey. If they are not abused. 

Mr. Paartperc. All right. 

Senator Humrpnrey. You can only justify water on that basis. You 
can kill yourself trying to drink too much, if you want to. I am talk- 
ing about the reason. 

Mr. Paartperc. All right.. I will go along with that. 

Senator Humrnrey. Yet I have before me a speech, “The New 
Dimensions in Farm Policy.” This is one of many speeches in which 
a spokesman for the administration condemns production controls 
and talks about freeing the farmer. This has been political stock 
forensics, free the farmers from controls and the argument is that the 
old programs were planned scarcity. Did you ever hear of those 
words? 

Mr. Paartpera. Yes. 

Senator Humrurey. You have used those words. 

Mr. Paartperac. Yes. 

Senator Humrurey. Practically everybody in the Department in a 
policymaking position has talked about the necessity of freeing the 
farmers from controls and the evil that is involved in this kind of 
regimentation of “agriculture”, is that correct ? 

Mr. Paartsera. Where this works to the disadvantage of farming 
people, the position has been one of the opposition. 

Senator Humpurey. You haven’t qualified it that far. You have 
just been against the controls. Would you agree there has been state- 
ments to that effect ? 

Mr. Paartpera. I think that in most cases, Senator, qualifications 
either explicit or implicit have been associated with statements of the 
kind you describe. 

Senator Humpnrey. That’s correct. For example, the “concept of 
adjustment through effective production control is impractical,” not 
any is it undesirable, it is impractical, “as evidenced by a series of 
legislative and administrative actions, to wit,” then you list them in 
your speech out in New Mexico. 

What the Senator from Missouri is pointing out is the inconsistency 
here. On the one hand you have a strict marketing agreement and 
order in which there are criminal penalties for violation even if you 
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didn’t vote for it. This is a closed-shop contract. You are for that. 
The administration has testified to that. 

Mr. Paartpere. It works. 

Senator Humrnrey. It works, yes, but you can justify many things 
on the way that it works. I thought we were talking moral values or 
economic values here. 

Mr. Paartperc. That was not—— 

Senator Humpurey. You get into production controls on other 
commodities and you say they are wrong. I want to know if you 
haven’t said they are wrong? 

Mr. Paartpgre. I have said they don’t work for these other commo- 
dities as evidenced by the things I cite there. I have also said this 
for marketing agreements, if they are not abused, the program seems 
to be constructive. 

Senator Humpurey. Do you remember the ads that were run in the 
newspapers when we had the big fight up here on the agricultural bill 
The administration’s 10 point program. 

Point No. 10 was to Free farmers from controls—period, That is 
the exact wording. 

Free farmers from controls. That was the 10th point. Let me 
ask you what is the biggest control? Is a marketing order a more 
serious control than an acreage allotment? Is it a more severe control 
I mean than an acreage allotment? 

Mr. Paartperc. I think that—well, I just don’t know how to answer 
that. 

Senator Humrnurey. Would you say they are both alike? 

Mr. Paarueerc. In some respects they are similar. I think the 
acreage allotment and marketing quota programs are more restrictive, 
that they imply more restrictions on the farmer’s right to make deci- 
sions than do the marketing agreements and orders. 

Senator Humrnrey. You do? 

Mr. Paartperc. I think the role of the Government is much heavier 
in the acreage allotments and marketing quotas than it is in the 
marketing agreements and orders, 

Senator Humpurey. You do? 

Mr. Paartperc. Yes, I do. 

Senator Humrurey. Well, I respectfully dissent to that, because 
in a marketing order and a marketing agreement all people within the 
marketing agreement are under the impact of the order aren't they ? 

Mr. Paartperc. This is true likewise—— 

Senator Humrnrey. On acreage allotments if you don’t want to 
participate in the program, you can get out. You don’t get the advan- 
tage of the loan. 

Mr, Paartperc. It is true of corn but not true of peanuts, rice, cot- 
ton and others. 

Senator Humpurey. If you don’t want to be in the program you 
don’t have to be in the program. 

Mr. Paartperc. If you plant more than your allotment. 

Senator Humprrey. You don’t have to take an allotment. You 
can exclude yourself, by your own volition from the program, but you 
can’t under the marketing order. 

Senator Symrineton. In a marketing order you do what you are 
told and you lose entire control of your land as I understand what was 
issued by your department. If two-thirds of the people agree, then it 
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really has a complete cartel control] and the rest-must go along. They 
have no right to do anything with their land in that particular 
product. 

Mr. Paaruserc. I think you misinterpret the meaning of the mar- 
keting agreement and order. The producers of a given crop, we will 
say walnuts, will agree through their cooperative on certain quality 
standards. They agree that they will not sell walnuts of less than such 
and such a quality. 

Senator Symrncron. Let me read it to you: 

“Under what conditions,” the Department of Agriculture asks, “Can 
a marketing quota be issued?” And this is the answer: 

A marketing quota for any eligible agricultural commodity can be issued only 
under the following circumstances : 

(a) At least two-thirds of the growers by number or by volume of product 
covered by the program must approve the issuance of the marketing order. The 


two-thirds majority means two-thirds of those participating in the referendum 
and not two-thirds of all growers in the industry. 

(») The handlers of not less than 50 percent by volume of the commodity coy- 
ered by the marketing agreement must sign the agreement. 

(ec) If, however, handlers fail or refuse to sign the agreement, the Secretary 
may nevertheless issue an order (except grapefruit for canning or freezing), if 


he finds or determines that it is the only practical means of advancing the inter- 
ests of producers— 


that is his decision what I do with my land, not mine— 


and that the failure of handlers to sign the agreement tended to prevent the effec- 
tuation of the intent of the act 

so two-thirds of the people that are in a particular commodity in a 
inarketing agreement obtain a marketing order from the Secretary 
which means that the remaining third do what the Secretary wants 
them to do regardless of desired interests on their part. There it is, it 
is written right out. 

Senator Aiken. Would the Senator yield? May I ask the witness 
& question ¢ 

Senator Symrneron. Certainly. 

Senator Arxen. Aren’t far and away the largest cash businesses in 
marketing agreements done in the field of dairying? 

Mr. Paartperc. Yes, by far. 

Senator Arken. And the marketing agreements and marketing 
orders do not restrict any farmer in the volume he sees fit to produce 
or interfere with his farm operations in any way ¢ 

Mr. Paar.perc. They do not in that commodity in any respect. 

Senator Aiken. Isn’t it a fact that there are constant attempts being 
made to mmpose production controls in the field of dairying on the 
grounds that the marketing agreements do give the farmer-too much 
latitude ? 

Mr. Paariperc. Yes, sir. I have heard a number of such proposals. 

Senator Arken. Isn't it true that marketing agreements do 
not exclude any producer from the particular market? I am speak- 
ing of the field of dairying. 

Mr. Paartperc. I understand this to be true with respect to 
dairying. 

Senator Humrurey. Or any producer in the area. 

Senator Arken. Outside the area. 

Senator, any producer from Wisconsin can ship into the New York 
market if he can afford to. 
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Senator Humpurey. If he can meet the sanitary codes that are es- 
tablished and all the artificial barriers. 

Senator Arxen. That is a local condition which is left to the States 
by the tenth amendment and fair or unfair, it is there and it is not 
the marketing agreement that keeps the milk from other States out; 
it is the local health requirements. 

Senator Humpnrey. I think you can make a case for marketing 
agreements, even though in the instance the Senator is referring to, 
the reason you have $6.60 or $5.05 a hundredweight for milk or 
$7 a hundredweight for fluid milk you can produce a lot of milk that 
you can put on the market as manufactured milk for much less price. 
oe argue the case for dairying and I know what I am talking 
about. 

If you will say that you can justify controls under marketing agree- 
ments which I think you can, I think if you are going to have a 
price support program of any kind, whether it is a guaranteed price 
under a loan program or a price support program under a market- 
ing order which is a price support. program and that is what it is, 
then you can justify controls of production under other commodities 
and all I am saying is don’t play it on both sides of the street. 

Don’t give me a sermon on Sunday and then let me catch you on 
Monday in a bawdyhouse. Don’t preach this stuff about you are for 
freeing the farmer and you are for no controls and you give a ser- 
monizing eloquent line on it and then come around and endorse con- 
trols on another commodity. 

I don’t want to be hypocritical. After all if people want to play 
pinochle they have a right to do so. But Sea mele shouldn’t pre- 
tend you ought not to play pinochle because it will get them in trouble 
and then play pinochle behind the barn. 

That is aoa is going on. Mr. Benson has said 101 times that he 
is against controls, particularly when it comes to wheat or corn or 
cotton. I have a statement right here which I will not have the 
time to go into. Benson wants no controls. It undermines the moral 


fiber. 

Mr. Paarteerc. Impractical. 

Senator Humpurey. I am talking about sermonizing. I have heard 
about undermining the moral fiber, taking away our rights, these con- 


trols. The truth is that in some areas they are for controls and some 
they are not. 


Maybe you have the answer. 

One place they work, maybe the other place they don’t work. 

If you want to say that, then we are fighting up above the table. 

Mr. Paaruperc. | make the argument on the pragmatic basis. 

Senator Humpnurey. I will buy that, my friend. That is an hon- 
est statement, but I don’t want these businesses where they are wrap- 
ping them up, there will be aptitudes or samples or something else 
and telling me that controls are wicked. 

They are not wicked at all if they are for a purpose in which there 
is democratic selection. 

Senator Symineron. I thank the Senator for his comments because 
that is what worried me after reading this document and reading a 
very large list of products which are under that type of control. Doc- 
tor, some of the things that you have said have worried the farmers 
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that I represent and I am trying to get as much information as I can. 
At this point I want to thank you very much for your graciousness and 
your consideration and tolerance in the amount of questioning that 
we have given you. I appreciate it. 

Mr. Paarvperc. Thank you very much. I will answer your ques- 
tions if Iam able. 

Senator Symineton. In the biographical sketch you inserted in 
the record there were several points which were not clear. What 
cid you do before you entered college ? 

Mr. Paartperc. I farmed on a general farm in Lake County, Ind., 
with my father and brothers. Farmed 320 acres, produced grain and 
livestock and some specialized crops. 

Senator Tuyr. May the record reflect how old he was? 

Senator Symrneron. How old were you? 

Mr. Paar.sera. Those were the years from 16 to 25. 

Senator Tuyr. Were you single at the time, if I may interrupt? 

Mr. Paarupere. Yes, I was. 

Senator Ture. Were you jointly participating with your father and 
brothers in the operation or were you paid a monthly wage? 

Mr. Paartperc. We had a joint operation in which we shared the 
profits and the losses, and during those depression years, the early 
thirties, Senator, as you know they were mostly losses. 

Senator Symrneron. What made you decide to leave farming? 

Mr. Paarvperc. I had always been interested in obtaining more edu- 
cation and during the depression years this was seemingly impossible. 
I was about 25 years old when I received a scholarship. It was a Sears 
Roebuck scholarship that permitted me to go to Purdue University for 
6 weeks for a winter course which I did. 

I found that education was very much to my liking and after this 
experience, I obtained some part-time employment and borrowed some 
money and went to school, incurring some debt in so doing. 

Senator Symrneron. Let me congratulate you, sir. 

You stated in this biographical sketch that you served as economic 
consultant for several firms. Could you list those firms? 

Mr. PaartperG. One was Longstreet, Abbott in your own city of St. 
Louis. One was the Industrial Commodities Corp. in New York City. 

Senator Symineron. What did each of these two firms do? 

Mr. Paartserc. Both of these firms do price analysis to determine 
the probable course of prices of farm products. They have clients 
whom they advise with respect to inventory policies on the basis of 
such analyses. 

Senator Symineton. Could you describe briefly the type of service 
that. you performed for those companies at that time? 

Mr. Paartperc. For the Industrial Commodities Corp. in New York 
City I did analytical work on the price of soybean oil and the price of 
cottonseed oil. 

For Longstreet, Abbott, I attended a number of meetings at which 
general economic conditions were reviewed and price prospects for 
various commodities discussed. 

Senator Symrineton. Have you ever been associated with any of the 
farm organizations ? 

Mr. Paartperc. I have. I have been and now am a member of the 
Indiana Farm Bureau. I am a member of the Potomac Grange. 
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Senator Symrneron. Have you ever held any office in any of those 
organizations? 

Mr. Paartperc. Yes, I have been county secretary of my own Lake 
County, Ind., Farm Bureau. 

Senator Symineton. That is the only one in which you held office? 

Mr. Paartperc. That is the only general farm organization in which 
I have held office. 

Senator Symrneron. If you obtain this position, would this be your 
first administrative position ? 

Mr. Paartserc. No. I think, Senator, that my present position is 
one which has in it a large degree of administrative responsibility. I 
have been responsible for organizing and conducting the analyses 
requested of us by the Congress, and the analyses requested by the 
Secretary, which involved organizing various task forces from the 
different bureaus and agencies in the Department and supervising the 
work of these task forces, integrating them and coming out with the 
fina] report. 

I have had in addition to that other responsibilities for organizing 
certain aspects of programs such as the soil bank program, helping 
to set up that organization and the procedures in it. Prior to coming 
to Washington my work has been in the college of agriculture, largely 
teaching and research. I would not say that I am a well experienced 
administrator, but I have had for the past 414 years considerable 
ane of that kind. 

Senator Symrneron. There are many people who are constantly 
groaning about the cost of the farm program. I am not one of those. 
I would like to see it less, but I am not one of those who does groan 
about it. 

But the lack of profit or losses of the programs is something that is 
constantly being stressed by the Secretary of Agriculture. There is 
an old expression about “meeting a payroll” which implies managerial 
experience on a profit and loss basis. 

ou had a great deal of experience drawing up material to show 
other _—— who operate in line, that is primarily staff work. Have 
you ever had a managerial position of any real responsibility under 
the profit and loss system where you 

Mr. Paartperc. Meet payrolls? 

Senator Symineron. Yes. Where you had a balance sheet and 
earning statement that you presented, or something of that character? 

Mr. Paartperc. I have not been in that type of business. I did 
meet a payroll when I was on the farm with my father and brothers. 
We employed a good deal of labor. We had some specialized crops 
and we were employing during the season a good number of workers 
whom I had to hire, fire, supervise and pay. But I have not had busi- 
ness experience myself personally of the type that you indicate, al- 
though I have had economic training in the reading of balance sheets 
and profit and loss statements. 

Senator Symrneron. Mr. Chairman, I would like to thank you very 
deeply for your courtesy in permitting me to interrogate the witness 
at this length. I have had answered the points with respect to the 
previous statements that the doctor has made and I think I under- 
stand his philosophy, which in effect corroborated the statements that 
he has made. He has been a fine witness and I am very grateful to 
you, sir. 
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Senator Hoxzanp. I think you have been a very considerate cross- 
examiner and have done a thorough job of it. 

Is there anything further ? 

Senator Ture. I have just one or two questions. 

Dr. Paarlberg, in the preparation of a speech that you are going 
to make at some meeting, whether it be a farm group or a business 
group, how do you proceed with the preparation of your material and 
developing your address? 

Mr. Paarteerc. I write my own speeches. I have until this point. 
I try to have a sufficient period of time to turn this over in my mind 
until I am reasonably clear as to what it is that I want to say. Then 
I make myself an outline and I find the information that I need to fill 
in the outline from the various people inside and outside the De- 
partment. 

Senator Ture. After you have accomplished that, do you prepare 
the statement or the speech that you are going to make and then pre- 
sent that to someone in the Department for examination ? 

Mr. Paartpera. If I consider it an important statement, I will send 
it to the Under Secretary and to the Assistant Secretaries and to cer- 
tain technical people in the Department. 

Senator Ture. Do you find your speeches of such importance that 
you send them to the Under Secretary or do you discuss them with 
the Under Secretary ? 

Mr. Paarvperc. Well, I don’t make a great many speeches, I maybe 
go out once or twice a month and I would say that some of these are 
simply routine speeches that don’t require any review. I would say 
perhaps half of them I do have reviewed to some extent. 

Senator Ture. In other words, if it was of such importance that 
you were outlining some of your specific views and what you thought 
agriculture might concern itself with and what legislation might be 
of valve to it, would you lay that before the Under Secretary, True 
Morse ? 

Mr. Paarteerc. I would, Senator, if I considered what I proposed 
to say involved any substantial departure from established policies. 

Senator Ture. Let me be more specific. How many times can you 
say that. you laid a prepared address or speech material before the 
Under Secretary or the Secretary, or Dr. Earl Butz when Dr. Butz 
was there ? 

Mr. Paartpere. I couldn’t give you a tabulation of that, but I would 
say that of speeches and addresses that were of some import, that half 
or two-thirds of them I would submit to 4 or 5 or 6 people, including 
the Under Secretary and the Assistant Secretary. 

Senator Turse. Did any one of them ever suggest to you that you 
might well change this paragraph or that paragraph? 

Mr. Paarvperc. Oh, yes. And they make this suggestion as I do 
for their speeches as a matter of fact. 

Senator Tuyr. You would be consulted as an economist referring 
specifically to the statistics? 

Mr. Paaruperc. Yes, sometimes, : 

Senator Ture. When you get into theorizing, then you never phi- 
losophized for any of the upper echelon of the Department; did you? 

Mr. Paarvpera. No. 

Senator Tuyg. I didn’t think you did. 
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— Paarvperc. I am primarily a factual man. I am not a philoso- 
pher. 

Senator Tuyr. That is what I am getting at. 

Senator Hotianp. Off the record. 

(Off the record. ) 

Senator Tuyr. Going one step further, Doctor, you said that you 
did have some of your speeches corrected or suggestions made how you 
might correct them. 

* Mr. Paarteerc. Sure. 

Senator Tryr. Would it be toward the conservative side or toward 
the more liberal attitude in the general philosophy of a farm program ¢ 

Mr. Paartpera. Well, I think the general comments that come to 
me have to do more with form than with content, Senator, as you might 
surmise from the questioning here the past several days. 

Senator Taye. I have not been present for all your testimony. We 
have been quite busy in some other committee hearings so I was not 
privileged to be with you all the way. , This is of interest to me, be- 
cause you were not an executive, and you were not a policymaker. I 
am interested in knowing how you conducted yourself. Did you pre- 
pare what you were going to talk about and then lay it out before 
somebody? Did any of your superiors ever comment that your ideas 
were either too liberal or too conservative ? 

Mr. Paarrserc. In general, I think my ideas that I have proposed 
to give to audiences have been found to be acceptable by the Secretary, 
the Under Secretary, and the Assistant Secretaries. 

Senator Ture. No challenges? 

Mr. Paartperc. Some challenges, yes. The fault they find with me 
is chiefly as a phrasemaker, I make some unfortunate phrases, as 
is apparent from the quotations read to me today. 

Senator Tuyt. They thought your phrases should not have been 
quite as elaborate? 

Mr. Paartperc. They generally suggest some improvement in the 
manner in which I would present some thoucht. 

Senator Tirve. You never found yourself in such a position where 
it was a question of whether you would resign because your philosophy 
differed so much with your superiors that it proved to be embarrass- 
ing? 

Mr. Paartrerc. No, sir. This has never been a problem. If it 
becomes a problem I shall forthwith resign. 

Senator Ture. You knew the philosophy from the top, from the 
Secretary down through the various executive officers ? 

Mr. Paarveerc. I] think I know these very well. 

Senator Ture. Did you have in mind when you prepared a state- 
ment and laid it before the Under Secretary and Secretary that they 
would not find your views too much in difference with their philos- 
ophy, was that one of your general ideas? 

Mr. Paartrerc. You mean did I modify my views so as to meet 
what I considered to be the official viewpoint? Is that your question ? 

Senator Tuyr. You probably phrased it better than I did. 

Mr. Paartzerc. To some extent I am sure this is true. But I say 
again I think my views are sufficiently close to those of the Secretary 
and the Under Secretary and the Assistant Secretaries, as I under- 
stand it, so that no very great modification of my viewpoint was need- 
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ful. Frankly, I feel deeply enough about these matters and I feel m 
responsibility sufficiently so if my viewpoint becomes, sharply dif- 
ferent from those with whom I had to work, I would think 1 would 
be doing myself and other people a service by finding employment 
elsewhere. 

Senator Tuyr. That was all right while you were in the lower eche- 
lon and carrying on only the detail of the statistical facts that you 
gathered from the sources available to you. That was all right. But 
from here on you are stepping into an entirely different pair of shoes. 

Mr. Paarveerc. I am aware of that. 

Senator Tuyr. And you are going to be wearing an entirely dif- 
ferent hat, at least I would expect you to. If you are in that pair 
of shoes and a different hat and you are in a position where you must 
have a mind of your own and must stand firm with your ideas and 
your convictions until you know that your ideas and convictions are 
well understood by your associates and your superiors, do you have it 
in you to do so? 

Mr. Paarveera. No one has accused me of lack of courage, Senator. 
I have been accused of many things but not of that. I have differed 
with the Secretary and with his associates on many occasions. Well, 
I will say on a number of occasions. 

Sometimes the group got me to go along. This would be the ma- 
iority of the cases, but in some cases I have persisted and succeeded in 
getting my point across. 

Senator Tuyr. Dr. Paarlberg, in the Department, do you recognize 
the Secretary of Agriculture as the head and the policymaker? 

Mr. Paartpere. I do. 

Senator Ture. And the line of administration responsibility from 
the Secretary of Agriculture goes directly to the President of. the 
United States and down through the Secretary into the administrative 
functions of his Department ? 

Mr. Paarveera. I understand that very well, but I understand too 
that an official such as I might become, if confirmed, has responsi- 
bility to thresh out problems and to take issue with decisions if im his 
considered judgment these decisions are in need of modification. 

Senator Tuyr. At any time in your experience have you ever re- 
signed on the basis that your convictions conflicted with the policies 
of those you were associated with or were employed by ? 

Mr. Paarvperc. I have not resigned from any position for such a 
cause. I have not been fired from any position. I have sought in 
finding employment to find positions and to find associates with whom 
I was in basic agreement so that this issue would not arise. I think 
I have been reasonably successful in so doing. 

Senator Torr. That is all. 

Senator Humeurey. I want to say, Dr. Paarlberg, that I for one 
would never contest your courage. You have great courage and you 
have a sense of personal integrity which I think is most admirable 
and your views as I have heard them revealed here and as I have read 
them are in support of administration policies on agriculture. 

I must confess that in my mind that doesn’t help you as to my reac- 
tion to your confirmation but this has no personal reflection upon you, 
sir, for your sense of personal integrity and your courage and your 
ability to defend your position. You doa very good job of it. 

Mr. Paarteerc. Thank you. 
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Senator Humpurey. [ personally have some disagreement over the 
point of economics involved. 

Mr. Paartperc. I understand that and I have thorough respect for 
your view, Senator, and for your view, Senator Symington. I do 
indeed feel that there are honest differences of viewpoint that have 
been very effectively expressed around this table today. 

Senator Humpnrey. One point, Dr. Paarlberg. Secretary Benson 
recently announced a new program for feed ‘grains and corn. You are 
familiar with that? 

Mr. Paartperc. The report he sent forward ? 

Senator Humpnrey. The report he sent up. 

Mr. Paarteerc. Yes. 

Senator Humpnurey. I have a synopsis of it here that was repro- 


duced in our papers at home, the Minneapolis Tribune, and it reads as 
follows: 


Benson said in his report to Congress his proposals would result in lower price 
supports for corn and other feed grains. Benson said in the report to Congress 
that a support range of 60 to 70 percent of parity is assumed. 


That is a quotation. 


Benson said in his report to Congress proposals would result in lower prices 
for feed grain and a simple drop in the income of some commercial feed grain 
producers. Probably some increase in livestock production with the possibility 
that slightly lower livestock prices might result in income for feed and livestock 
producers that would be somewhat less than under the.present program. 

Benson also said however that the net income of the livestock producers might 
be as high or almost as high as under current support programs, 

Benson said it would free corn farmers from Government controls and offer 
less incentive to production for Government storage. 


Do you support this program of Mr. Benson? 

Mr. Paartpere. I do. 

Senator Humpurey. Do you feel what I have read here is a fair 
analysis of his program ? 

Mr. Paartpere. I think that more of the adverse aspects of the pro- 
gram are here reported than the favorable factors of the program, 
although I think it is a fairly good report of the content of the study. 

Senator Humpnurey. The Secretary did say that there would be “a 
drop in the income of some commercial feed grain producers.” You 
recall that is what he said. 

Mr. Paartpere. Yes, sir. 

Senator Humpurey. And he did say that the possibility that slightly 
lower livestock prices might result. That is an exact quotation. 

Mr. Paarteere. Yes, sir. Those are found in the report. 

Senator Humpurey. I only conclude—this was what disturbs me. 
Maybe as you say that in the long run this will work out to the good. 

Mr. Paaruperc. I firmly believe that. 

Senator Humpurey. I am sure you do. I don’t think I have ever 
heard a witness that has been more true to his own beliefs than you 
have. I admire you for it. But I would be less than candid with you 
if I didn’t tell you that just for the life of me I can’t bring myself 
around to the belief that this is the way things ought to be. I haven’t 
heard of anything that is going down except farm prices. It just gets 
me. Maybe it is because I am one of these fellows who is in debt. Ev- 
ery time I look around somebody wants a higher price for what they 
are doing. If you call somebody to come in and fix your television, 








NOMINATION. OF DON ,RAARLBERG. 129 


it goes up. If you get a battery for your flashlight, it goesup. If you 
buy a bottle of aspirin tablets you are apt to find that it has gone up. 
Everything has gone up. Yet here is a Government program where 
the Secretary of Agriculture says he is designing a program which he 
admits will bring farm income down. You can reply, “That is con- 
trary, Senator. In a little while it will get better.” 1 know my own 
situation. If I get reverses for a little while Iam done. I have not 
been able to build up any reserves to take adversity. I am speaking 
economically. I happen to come from a family that has lived through 
a lot of this. To be blunt.about it, a whole lifetime of work is in peo- 
ple’s businesses, not in business that we individuals around the table 
are associated with. I feel, sir, that if there isn’t something done to 
improve the situation that literally hundreds and thousands of peo- 
ple that are not in farming at all, people that are implement dealers, 
grocery-store owners, drugstore owners, are going to be rubbed out 
because we are living ‘continuously more and more on a precipice of 1» 
impending disaster. Our profit margins are going down further in 
business. Your volume may be going up. This is the craziest thing 
I have heard. Volume goes up, margins go down for the little fel- 
low. All you have to do is have a few bad years. We are getting 
more bad checks in-our business in 1 month than we got in 1 year 5 
years ago. 

This is the best barometer that I can give you of what. is going on in 
a rural area as the number of bad checks you are getting ‘from good 
people. People that never gave you a bad check before just don’t have 
the money in the bank. I am not speaking from theory. Iam speaking 
from personal knowledge and observation. I can take you into town 
after town and merchant after merchant through the Midwest and 
he will tell you he is having a tougher time collecting his accounts. He 
is getting more bad checks. He is finding customers that used to come 
into his store that can’t come in and face him. 

And you go to one farmer after another and he had borrowed to the 
last line of his credit. He is in trouble and then along comes a pro- 
gram like the feed-grain program. This feed-grain program, he says, 
will result in lower income. Well now, my friend, if you support that 
program, that causes me trouble and I think you really feel that over 
the long run this will get us out of it. 

Mr. Paarvpera. I firmly do. I would not be here asking for con- 
firmation of this group if I did not have—— 

Senator Humpurey. This is not personal. I really like you. I have 
grown to like you a lot more in these two days of hearing. 

Mr. Paaruperc. Thank you. 

Senator Humrnrey. What I am disturbed about is what do we 
do in the meantime. What is there for other people to do in the mean- 
time? Because it is tough for them to get credit. I really visited 
this weekend. I shouldn’t go home on weekends. It disturbs me. J 
visited with a country banker who told me very candidly he ran out of 
credit for farm people. He said I have my funds in Government 
bonds. The bond market is going down. I have extended credit far 
beyond the ability of this bank to really stand a critical examination. 
These are the best farmers in our State. Senator Thye knows where 


they are. They are up in Wright County. You couldn’t find better 
ones than those. 
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Senator Tuyez. I was going to ask, if I am not interrupting Senator 
Humphrey. 

Senator Humrnmrey. I am through, Senator. 

Senator Tuys. Dr. Paarlberg, as to Public Law 480. We of course 
from time to time are faced with the question of whether to extend 
Public Law 480. What is your attitude toward Public Law 480? 

Mr. Paartgerc. I am in favor of Public Law 480. I think it is a 
good law. I think that it has accomplished a good deal for agricul- 
ture. It has been generally wisely administered. Its achievements 
have been more favorable than I anticipated. 

Senator Turn. Public Law 480 is aiding in removing surpluses 
from the warehouses of the United States, is it? 

Mr. Paartperc. I agree with that. I think in all fairness that the 
program does have in it certain dangers that we must beware of in 
administering it. 

Senator Ture. What are the dangers? 

Mr. PartperG. The dangers are that we might by forcing commodi- 
ties out too rapidly with this program supplant sales that we might 
otherwise make in the commercial markets. This is one hazard of 
which we must continually beware. 

Senator Tarr. You have not experienced any of that yet ? 

Mr. Paartperc. The law says we must—— 

Senator Ture. Doctor, you are now getting off the beam—you have 
not experienced any action on Public Faw 480 that has done just ex- 
actly that which you expressed as a fear, have you. 

r. Paartperc. We have done our best. The statement you 
make 

Senator Ture. Wait a minute. You have not moved it into chan- 
nels of foreign export to such an extent that you have endangered any 
phase of your supplies that are needed in our own domestic operations ? 

Mr. Paartperc. [ hope that is true. I think that it is practically 
true. I would no’ say it is entirely true. What you say is a wonder- 
ful tribute to the manner in which we have administered this program. 

Senator Ture. Public Law 480 is at the present time aiding in firm- 
ing up by listing the surpluses on the market, it is firming up our 
markets. It is firming the national market. 

Mr. Paartperc. I agree with that. 

Senator Tuyr. Pork is around $23 to $24 a hundred. Beef last 
week was 26 choice tops, ordinary run, mixed female and steers around 
$23.50 to $24 and a few fair lots at $25 a hundredweight. 

That is why I raise this question. If I thought that you at any time 
were not sympathetic to Public Law 480, I would have a great fear 
about your administrative ability in that office and your general philos- 
ophy than I have gathered from listening to you from time to time 
in the past. 

Mr. Paartrerc. I have indicated in response to Senator Humphrey's 
questions that I am in favor of Public Law 480. I think that it has 
been a good law that has been generally well administered. I think 
it should be continued and T think in the administering of it we must 
take care lest through inadvertence we create problems with what. is 
basically a promising and good law. 

Senator Tyr. Thank you all, Mr. Chairman. I am ready to vote. 

Senator Hotianp. Senator Symington, do you have another 
question ¢ 
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Senator Symineton. Yes, I would like to make one observation to 
Dr. Paarlberg whom I know better and like more than we did when 
we started this hearing. I know a little bit about economics. 

Mr. Paarvperc. I am aware from your questions that you do. 

Senator Symineron. You have departments that are working hard 
for their particular segments of the economy and they are doing that 
regardless of what you might call economic theory. I believe that you 
are operating in the Department of Agriculture today on the basis of 
a free-enterprise system with certain reservations, such as the market- 
ing orders that we talked about. You operate on that basis, such as the 
Secretary advocating lower farm income. Other people are approv- 
ing or favoring heavy additional incomes for other segments of the 
economy. . The Commerce Department to the best of my knowledge 
made no protest to management about the increases in the steel prices. 

Nor have I heard the Labor Department, under a very able man, pro- 
test any wage increases in the way of minimum wages. 

In Agriculture you have some—a few—who are making more money 
after taxes than they ever have before while others—the many—are 
in very serious conditions because of the cost-price squeeze. 

I think the great problem is that some of the other departments 
of the Government are operating on a different set of rules. They 
would call theirs modern, you would call them unsound. Nevertheless 


there is the great problem. The person who is getting burned by far 
- the most is the farmer. 


Thank you very much. 

Senator Hotianp. I want to ask you just 2 or 3 questions. 

With respect to the article read from the paper which you said m 
general was a pretty fair statement of the announcement of the Sec- 
retary of Agriculture’s program with reference to feed grains, as I 
understood, you said that you thought it was a fuller statement of the 


adverse comments that might be made than it was of the friendly com- 
ments that might be made. 


Mr. Paartpera. Yes. 

Senator Hotitanp. Might I ask you if that comment was based upon 
the fact that this part of the statement which related to feed grains 
did not deal with the dairy industry, the poultry industry or to a 
great extent with the cattle and hog industry which are the end re- 


sults of the feed-grain program but dealt more particularly with 
the- 


Mr. Paar.eere. Sellers of feed grain. 

Senator Hortianp. That’s right. With the commercial producers 
which are the small part of the feed-grain industry ¢ 

Mr. Paartrere. That is correct. 

Senator Hottanp. Would you care to state what you would regard 
as a fairer statement—lI believe you said that this was not a wholly 
fair statement—of that part of the program that relates to the end 
products. That is poultry, milk and milk products, beef, hogs and any 
other end products of the feed grain group of industries; would you 
care to comment about them ? 

Mr. Paartperc. I would make the statement that the program the 
Secretary recommended, if enacted, would in the judgment of those 
who prepared to report result in an improvement in the economic 
position of those livestock producers who buy feed grains for con- 
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verting into livestock products, and would. in that.respeet. be advan- 
tageous to them. 

t would also for those who produce feed grains for their own use, 
not for sale— 

Senator Hottanp. You mean in producing and fattening livestock ? 

Mr. Paartzerc. In producing and sree a Pa on their own 
farms. For them it would have relatively litt 

You have really three groups. 

You have the farmers who buy feed to make. livestock products. 
The recommended program I think would be to some extent advantage- 
ous for them. 

You have the other group which produces feed for converting into 
livestock right on the farm where it is produced. The program would 
have relatively little effect on them. 

The other group is those producers of feed grain who sell their 
— for cash. For them the result of this program would perhaps 

some reduction in price, possibly some reduction temporarily at 
least in income as compared with some other programs. But they 
would be free from the controls to which they would be subjected in 
other programs that we reviewed. So it would have differential effect 
on these three groups. 

Senator Hottanp. You haven’t dealt with the dairying and poultry 
industry ? 

Mr. Paarteerc. I would include those in the first group, those who 
buy to convert it 

hadttor Hoiianp. You meant to include not only the producers of 
livestock who buy but also the producers of dairy products 4 

Mr. Paarueerc. I would call those livestock products. I would in- 
clude them in the first group. 

Senator Arxen. Apparently your theory is that reasonable prices 
for feed grains results from the marketing of more grains in the form 
of animal products? 

Mr. Paartperc. Yes. 

Senator Arken. Which in the course of time will create a much 
broader market for the feed grains themselves ? 

Mr. Paartperc. That is correct. 

Senator Arken. As well as raising the level of the human diet ? 

Mr. Paarteerc. That is correct. 

Senator Hotianp. The record should show then, if I understand 
you, that that outlook which you think would be better applies to the 
producers of beef, to the producers of hogs, to the production of per- 
haps dairy products of all kinds and of poultry of the various types? 

Mr. Paartperc. Yes; particularly if these are produced with pur- 
chased feed. If they are produced with homegrown feed then over 
a time as to this program, the market is broadened, then I think for 
them also some improvement. 

Senator Ture. If I may supplement your own thought on that: 

You would not want eggs to be any cheaper than they have during 
this summer ? 

Mr. Paartpere. I certainly would not. 

Senator Tuyr. No; you would not. Therefore the importance of 
Public Law 480 is so all important to the overall economic conditions 
in agriculture, that without the Public Law 480 and without the soil 
bank, supports would be the only factor as a floor against a disastrous 
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drop in prices. Cheap feed results in an increase in milk and an in- 
crease in pork and ultimately an increase in total livestock population. 

If cheap feeds are such that they are an absolute burden on farm 
markets, then prices will fall. Therefore my question about your 
philosophy on the Public Law 480 and your philosophy on the soil 
bank as I asked you the other day was to confirm the fact that you 
would assure me that the feed grains should not be allowed to drop 
in price to the point when they would glut the livestock and poultry 
markets. 

Mr. Paarvperc. That we must guard against. 

Senator Tuysr. Cheap feeds without the soil bank program and 
without Public Law 480, would be a danger signal that I would be 
most careful of. 

Mr. Paartperc. I would agree that this is the situation. 

Senator Taye. Mr. Chairman, I either leave my proxy or I am 
ready to vote. 

Senator Symineron. I would like to ask one more question if I may. 
With respect to your answer to the chairman, isn’t it true that in the 
long run, we talked of the long run, ultimately what would happen, 
that cheap feed grains mean cheap livestock prices ? 

Mr. Paarteera. This is true. A better statement of it, I think, is 
this: In the long run abundant feed supplies mean cheap livestock. 
I don’t think you can keep feed high priced if feed is going to be 
abundant. 

Senator Symrneron. When you talk abundance, you are talking 
about the law of supply and demand and you get back to old-fashioned 
economics to some extent. Will you always have abundance, if you 
release controls and let people grow things?’ That is what Secretary 
Benson said in his statement, didn’t he? 

Mr. Paartpeere. It isa relative matter. 

My point is if we cannot control production of feed grains then it 
becomes idle to talk about high price support for feed grains versus 
low price support for feed grains. It then becomes a matter of abund- 
ant supplies of feed grains making ultimately abundant supplies of 
cheap livestock products. 

I would say the proper statement is not that cheap feed makes cheap 
livestock but abundant feed makes cheap livestock. 

May I say, Senator, that I appreciate the courteous manner in which 
this committee has interrogated me. 

Senator Hotianp. Very glad to have had you before us, Doctor. 
I think we all enjoyed it and we all respect you. If you will excuse 
yourself, we will take action on the matter. 

(Whereupon, at 6:05 p. m. the hearing was adjourned.) 
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